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REOR(IANIZATION 1PLAN NO. : OF 1979

((Consolidate Trade Functions of the 1 .S. (, riierlienit)

TUESDAY, OCTOBER 16, 1979

I[osE OF REIPRE:SENTIATIVE:S.
[,E(I!,A'I'IN .AND N.ruI'I. SA!:('!'tlT I'1c ('(NlrNl :!'''.2

IlF' I'IIF: ('M .111''I'EI:; ON ( IVF:NX .l ENT'' ( )I';II.V'II)N S
II'tsh11 ;1.qt1/ol, 1.(/.

The sil)coInittev( met, pursilant to notice, at 9 ::39 a.mil.. in rooln 2154.
RavybIrniI lhouse ()flice h 1iild;ig. Ilon. ,J.1ck lBrook's (telnirnlillan of the
siihl lioiit tee) presiding.

Presenit: pret(selntattives ,:Jack lBrooks. I)ante, . l';(-cell. E'lliott II.
Levitas, Frank lorlton , anld Arlan Stan;lr(ld.

Also pres(ent: Rup{)r(.sentative lPaul N. Nlc( 'losk(v. .JIr.
Staff' I)r(.'-nt: Eugene F. 1eters. statit' (iirc'tolr: ('vli iMeadow.

professional staff inienier: Wilson A ibey) . p)Orf,:--irmll :t-ti' nwienll,,'l:
I)on Stelh(lns, Ilrofissional stalff t, ,I,{.,': I:.PlicI W. I lTPI,(': , mi. :. (niorl
(o0unsel I: l)nda Sheltonll, cle(rical sup)ervisr: E..ean ;,'iae. 'lerk: Jolhn
M. Duncan,. ninority s.lti' (lirector: and( .lJan ics L. (;corl(. lliloorit v
!rofessionall sttiff'. ('0ommilittcee( (;o()il roll-ll('te ()I),ra:tiolns.

OPENING STATEMENIT OF CHAIRMAN BROOKS

Mri. IB.{.)Ks. T'he sulhconimihittee will collme to ordler.
'hlis Inorning thie sul'onuiuiittee will consi(ler Reorlganiza:tilon Plan

No. 3 of 1979 and TTouse Resolution 428. a resolution of di(s1app)roval
which r introd(lluced( in acctlordance with reqluirelnlllts of tle Reorga-
nization Act of 1977. Thllis (does not intlicate lLv !l)1'0ersonal dlisa:I)l)OVal
of the reorganization p)lan; rather, it. is an actionll requlilr( to insure
that the ('ongress will have a full opportunity to vote on1 anll reorga-
nization plan affecting the executive branch.

Withllouit objection, tin*. reorganization plan :l d loise) resolution
will be included in the record at this point.

[The material follows:-]
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To itu (C7grcess of the Unitefd States:
I transmiit herewith Reorganization l'la No. 3 of 1979, to (consoli-

date trade functions of the IUnited Slates iGovernment. I amtl acting
under the authority vested ill nie by the Reorganization A,.t of 19*77.
chapter 9 of title ;5 of the United States ('hode, and puirsilant to section
1109 of the Trade Agreements Act of 1979. whiich (directs that I tirals-
mit to the (Congress a proposal to restructure the international trade
functions of the Executive branch.

''he goal of this reorganization is to improve the camae'itv of the
Government to strengthen the. exlport p)erfornlarice (,f I nited States
industry and to assure fair international trade practices, taking into
account the interests of all elements of our economylv.

Recent developments, which have raised concern about tile vitalitv
of our international trade performnance. have foculd mullich atte'ltion
on the way our trade machinery is organized. ''llhee dlevelopments in-
clude our negative trade balance, increasing dehpendcnce upon foreign
oil, and international pressures on the dlollar. New challenges, such as
implementation of the Multilateral 'I'rade Negotiat ion ( N) agree-
ments and trade with non-market economnies, will further test our
Government trade organization.

We must be prepared to apply domestically the T1'N codes on pro-
curement, subsidies, standards, and customs valuation. We also must
monitor major implementation measures abroad, reporting back to
American business on important develop nents and, wvhere necessarY,
raising questions internationally about fo¢reign implementation. MSTN
will work-will open new markets for l.S. labor, farmers, and busi-
ness--only if we have adequate procedures for aggressively nionitor-
ing and enforcing it. We intend to meet our obligations, and we expect
others to do the same.

The trade machinery we now have cannot do this job effectively.
Although the Special Trade Representative (STR) takes the lead
role in administering the trade agreements program, many issues are
handled elsewhere and no agency has across-the-board leadership in
trade. Aside from the Trade Representative and the Export-Ihnport
Bank, trade is not the primary concern of any Executive branch
agency where trade functions are located. The current arrangements
lack a central authority capable of planning a coherent trade strategy
and assuring its vigorous implementation.

This reorganization is designed to correct such deficiencies and to
prepare us for strong enforcement of the MTN codes. It aims to im-
prove our export promotion activities so that United States exporters
can take full advantage of trade opportunities in foreign markets. It
provides for the timely and efficient administration of our unfair trade
laws. It also establishes an efficient mechanism for shaping an effectivt,
comprehensive United States trade policy.

To achieve these objectives, I propose to place policy coordination
and negotiation-those international trade functions that most require

(1)
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comprehensiveness, influence, and Goverilment-wide perspective-in
the Executive Office of the President. I ipropose to place operational
and implementation responsibilities, which are staff-intensive, in line
departments that have the requisite resources and knowledge of the
major sectors of our economy to handle them. I have concluded that
building our trade structure on STR and Commerce, respectively, best,
satisfies these considerations

I propose to enhance STR, to be renamed the Office of the United
States Trade Representative, by centralizing in it. international trade
policy development, coordination and negotiation functions. The Conl-
merce Department will become the focus of non-agricultural opera-
tional trade responsibilities by adding to its existing duties those for
commercial representation abroad, fultidumping and countervailing
duty cases, the non-agricultural aspects of MTN implementation, na-
tional security investigations, and embargoes.

THIE UNITED STATES TRADE REPRESENTATIVE

The Trade Representative, with the advice of the Trade Policy
Committee, will be responsible for developing and coordinating our
international trade and direct investment policy, including the fol-
lowing areas:

Import remedies.-The Trade Representative will exercise policy
oversight of the application of import remedies, analyze long-term
trends in import remedy cases and recommend any necessary legisla-
tive changes. For antidumping and countervailing duty matters, such
coordination, to the extent legally permissible, will be directed toward
the establishment of new precedents, negotiation of assurances, and
coordination witil other trade matters, rather than case-by-case fact
finding and determinations.

East-West trade policy.-The Trade Representative will have lead
responsibility for East-West trade negotiations and will coordinate
East-West trade policy. The Trade Policy Committee will assume the
responsibilities of the East-West Foreign Trade Board.

Internotioi~al i,,extmwlt policy.-The Trade Representative will
have the policy lead regarding issues of direct foreign investment in
the United States, direct in% eitmient by Americans abroad, operations
of multinational enterprises, and multilateral agreements on inter-
national investment, insofar as such issues relate to international trade.

Internationaml commodity policy.-The Trade Representative will
assume responsibility for conmmodity negotiations and also will co-
ordinate commodity policy.

Energy trZade.-While the Departments of Energy and State will
continue to share responsibility for international energy issues, the
Trade Representative will coordinate energy trade matters. The
Department of Energy will become a member of the TP(.

Export-expainsion polie .-- To ensure a vigorous and coordinated
Government-wide export expansion effort, policy oversight of our
export expansion activities will be the responsibility of the Trade
Representative.

The Trade Representative will have the lead role in bilateral and
multilateral trade, commodity, and direct investment negotiations.
The Trade Representative will represent the United States in General

2
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Agreement on Tariffs and Trade (GATT) lmatters. Since the G;A'IT
will b1e thp principal international forum for implementing and inter-
preting the M'l'N agreements and since (;ATT nmeetings, including
committee and working group mlectings, occur almost .ontivilluousll ,
the Trade Representative will have a limited nummber of pernl:lne.nt
staff in Geneva. In some cases, it may b)e necessary to assign a small
number of UI'ST1 staff abroad to assist in oversight of MITN enforce-
ment. In this event, appropriate positions will la authorized. In rec-
ognition of the responsibility of the Secretary of State regarding our
foreign policy, the activities of overseas personnel of tile Trade Rep)-
resentative and the (Commerce D)epartnment will be fullv coordinated
with other elements of our diplomatic missions.

In addition to his role with regard to GATT nmatters. tilhe Trade
Representative will have the lead responsibility for trade antl corl-
modity matters considered in the Organization for Ecomnomlic ('o-
operation andl Development (OECD) and the United Nations ('on-
ference on Trade and Development (I;NCTAI)) when such Inmatters
are the prinmary issues under negotiation. Because of the Secretary of
State's foreign policy responsibilities, and the responsibilities of tilhe
Director of the International Ievelopment. ('(Hperation Agencyv as t he
President's principal advisor on development, the Trade Represent-
ative will exercise his OECD and UNCTADI) responsibilities in close
cooperation with these officials.

To ensure that all trade negotiations are handled *consi telitlv anil
that our negotiating leverage is emploved to the maximum. tihe Trade
Representative will manage the negotiation of particular issues. Where
appropriate, the Trade Representative may delegate resplonsibility for
negotiations to other agencies with expertise on the issues under con-
sideration. lie will coordinate the operational aspects of negotiations
through a Trade Negotiating (Conmmnittee, chairedl bv the T'rade Rep-
resentative and including the l)epartlments of ('onllmerce, State. l'reas-
urv, Agriculture and Labor.

The Trade Representative will be concerned not only with ongoing
negotiations and coordination of specific, ijmmnjediate issues. b)ut also-
very importantly-with the develo)pment of long-qermn nited States
trade strategies and policies. tie will oversee implementation of the
MTN agreelments, and will advise the PIresident on the effects of other
G(overnment policies (e.g., antitrust, taxation) on U.S. trade. In order
to palrticipate mor. fully in oversight of international investment and
export financing activities, the Trade Representative will become a
menmber of the National Advisory Council on International 'Monetary
and Financial Policies and the Boards of the Export-Import Bank andn
the Overseas Private Investment Corporation.

In performing these functions, the Trade Representative will act as
the principal trade spokesman of the President. To assure that our
trade policies take into account the broadest range of perspectives,
the Trade Representative will consult with the Trade Policy Comnit-
tee, whose mandate and membership will be expanded. The Trade Rep-
resentative will, as appropriate, invite agencies such as the Export-
Inmport Bank and the Overseas Private Investment Corporation to
participate in TPC meetings in addition to the permanent TPC mem-
bers. When different departmental views on trade matters exist within
the TPC as will be the case from time to time in this complex policy

3
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area, I will expect the Trade Representative to resolve policy disagree-
ments in his best judgment, subject. to appeal to the President.

THE DEPAWT'MENT OF COMMERCE

The Department of Contimerce, under this proposal, will become the
focal point of operational responsibilities in the non-agricultural trade
area. My reorganization plan will transfer to the ('onlrce Dl)epart-
ment important responsibilities foi administration of countervailing
and antidumping. natters, foreign comlnnercial representation, and
MITN implementation slupport. ('onsolidating these tradle functions in
the Department of Commerce builds upon an agency with extensive
trade experience. The Dqepartillent will retain its operational respon-
sibilities in such areas as export controls. East-\Vest trade, trade ad-
justment assistance to finns and conmmilnities, trade policy analysis, and
monitoring foreign compliance with trade agreements. The I)'Depart-
ment, will -be substantially reorganized to consolidate and reshape its
trade functions under an Under Secretary for International Trade.

With this reorganization. trade functions will be strengthened
within the Department of ('ommerce. and such related efforts in the
Department as improvement of industrial innovation andl prHxliil(-
tivity, encouraging local and regional economlic development, an(l
sectoral analysis. will ie, closely linked to an aggressive tra(le programn.
Fostering the international coinlpetitiveness of American industry will
beconie the principal mission of the Department of Commerce.
Imr.port remedies

I propose to transfer to the I)epartment of Comminerce responsibilitv
for administration of the countervailing dutv and antidumping stat-
utes. This function will be performed efficiently and effectively in an
organizational setting where trade is the primary mission. This ac-
tivity will be directed by a new Assistant Secretary for Trade Admin-
istration, subject to Senate confirmation. Although the plan permits
its provisions to take effect as late as October 1, 1980, I intend to make
this transfer effective by January 1, 1980, so that it will occur as the
new MTN codes take effect. Commerce will continue its supportive
role in the staffing of other unfair trade practice issues. such as cases
arising under section 301 of the Trade Act of 1974.
Commnnereha l represen tation

This reorganization plan will transfer to the Department of Com-
merce responsibility for commercial representation abroad. This trans-
fer would place tboth domestic and overseas export promotion ac-
tivities under a single organization, directed by an Assistant Secretary
for Export Development, charged with aggressively expanding U.S.
export, opportunities. Placing this Foreign Commercial Service in the
Commerce Department will allow commercial officers to concentrate on
the promotion of U.S. exports as their principal activity.

Initially, the transfer of commercial representation from State, to
Commerce will involve all full-time overseas trade promotion and
commercial positions (approximately 162). responsibility for this
function in the countries (approximately 60) to which these indi-
viduals are assigned, and the associated foreign national employees in
those countries. Over time, the Department of Commerce undoubtedly
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will review the deployment of comnimercial officers in lighlt of changing
trade circumstances and propose extensions or alterati(lis of covelrage
of the Foreign (omnlercial Service.

M7'N im.plemenwttdm
1 ant dedicated to the aggressive implementation of tile Multilateral

Trade Agreements. T'he I'nited States ilust -'Size the (,o1)l)oftnities
and enfonrc the obligations createdl by these agreelmenlts. I nder this
proposal, the l)epartment of (C'oinerce will au.s'igl ligIl Irioritv to
this task. The lIhpartment of ('olllnmerm: will Ie resolnsible fol' th t
day-to-day implelmentation of nol-agricultural aspects of tle I'MTN
agreements. Managtement of tllhis functionl will lHe a plrincilil assinl-
ment of an Assistant ,Secretary fr l'rlade P'olicy and PlrogramiIs.
Impnleimentatioll activities will include:

imonitoring agreements aind targeting problet'1ms for consultation
and negotiation;

ol)erating a 'I'rade ('onimlaint ('enter where tile l)rivate .tC(tor
(aln receive adtvice as to tile rec'oursel and r( Illeli.es :I %vaihblhe;

aiding in the settleliment of disputes, in'luhlidng 4talling of formal
complaint cases;

i(lentifying !prlam)lln areas for consid(eration byl tl, 'l'ratle Rep-
resenitative and( tthe 'Irade Policy ( 'omnlmlitt(e;

cducational i and promotion pirogralnu s rlgalillng tihe prrovisioni,
of the agreemen!i ts andl the pIroess. for dlealing with problemlls
that arise;

providing Atilerica;n bijsines,: witl htasic inlformaltion on foreigin
laws, regulations and procedurets;

consultations witi plrivatet sector alvisorv coimllittees: ; and
general analvtical support.

These responsibilities will be handled by a unit built around the
statf froim (C'ommllnerce talit )prv;,ledl essenltial analytical support to
STR throughout the MTN ne',,tiaGion process. Building inmlerlmenta-
tion of MTN ' tround tihis core :oalmp will assu.ire that tlie government s
institultiontal mlemlmor y and exl)ertis' on MITN is ,lost ri tlct ivelv de vot e I
to the, challenge ahead. When American business needs inforlallt ion or
encountetrs prol)leis in the NlTN area. it cain t irni to thie l)iepartiment
of ('omllllmece for knowledgeable assistance.

Matching the increased( illmpoltance of trade in tlhe l)epartlment's
Inission will iH a miucl(h strengthene(d tralde organization 'witIlii the
Departmlent. By creating a numlber of new s(nior level I)o:itions in
the l)epartiment, we will ensulre that tradle )policy inll)lehllent ;tion rc-
ceives the kind of day-to-day tolp Ilmanag'tinliet attent in that it lothi
delmlandis and requires.

With its new resl)onsibilities and resources, the l)epl11artmnt of ( oll-
nler(e will beconie a key particip)ant in the formulation of ouI trade
policies. Much of the antalys:s in siupport of trade policy forimulation
will he con(lucted by the l)epartnment of ('onnillerce, which will be ('lose
to the operational aspects of the l)roblemls that raise policy issues.

To succee(l in globa: coml)etition, we must hlave a better understandl-
ing of the problems an(l prospects of U.S. industry, particularly in
relation to the growing strength of industries al)roa l. This is the key
reason why we will upgrade sectoral analysis capabilities throughout
the Departmnent of Commerce, including the creation of a new Bureau

5
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of Industrial Analysis. Commerce, with its ability to link trade to
rFlicies affecting industry, is uniquely suited to serve as the principal
technical expert within the G;overnment, on special industry sector
problems requiring international consultation, as well as to provide
industry-specific information on how tax, regulatory and other Gov-
ernment policies affect the international oompetitivness of the UI.S.
industries.

Commerce will also expandl its traditional trade policy focus on
industrial issues to deal with the international trade and investment
problems of our growing services sector. I'n(ler tlhe prop)osl., there . ;ll
)e comprehensive service industry representation in our industry ad-
visory process, as well as a continuing effort to bring services under
international discipline. I expect the Commerce I)epartment to play a
major role in developing new service sector initiatives for considpra-
tion within the Government.

After an investigation lasting over a year, I have found that this
reorganization is necessary to ca.ry out the policy set forth in section
901(a) of title 5 of the U1nited States Code. As (lescribed above, this
reorganization will increase significantly our ability to implement the
MTN agreements efficiently and effectively and will improve greatly
the services of the government with regard to export. development.
These improvements will be achieved with no increase in tersonnel
or expenditures, except for an annual expense of about $300.000 for
the salaries and clerical support of the three additional senior Com-
merce Department officials and a non-recurring expense of approxi-
mately $600.000 in connection with the transfers of functions provided
in the plan. I find that the reorganization made by this plan makes nec-
essary the provisions for the appointment and pay of a Deputy Sec-
retary, an Under Secretary for International Trade, and two addi-
tional Assistant Secretaries of the Department of Commerce, and
additional members of the Boards of Directors of the Export-Import
Bank and the Overseas Private Investment Corporation.

It is indeed appropriate that this proposal follows so soon after the
overwhelming approval by the Congress of the Trade Agreements Act
of 1979, for it will sharpen and unify trade policy direction, improve
the efficiency of trade law enforcement, and enable us to negotiate
abroad from a position of strength. The extensive discussions between
Administration officials and the Congress on this plan have been a
model of the kind of cooperation that can exist between the two
branches. I look forward to our further cooperation in successfully
implementing both this reorganization proposal and the MTS
agreements.

.JIMMY CARTER.
THE WHITE HOuSE, September 25, 1979.

6
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PRaGATIm oN PIzN No. 3 OF 1979

Prepared by the President and transmitted to the Senate and the
House of Representatives in Congress assembled, September 25, 1979,
pursuant to the provisions of chapter 9 of title 5 of tl.e United States
Code.

PEOROaANIZATION OF FUNCTIONs RZLATINO TO INTERNATIONAL TRADE

Section 1. O/fce of the United States Trade Representative
(a) The Office of the Special Representative for Trade Negotiations

is redesignated the Office of the United States Trade Representative.
(b) (1) The Special Representative for Trade Negotiations is re-

designated the United States Trade Representative (hereinafter re-
ferred to as the 'Trade Representative"). The Trade Representative
shall have primary responsibility, with the advice of the interagency
organization established under section 242 of the Trade Expansion
Act of 1962 (19 U.S.C. 1872) (hereinafter referred to as the "Com-
mittee"), for developing, and for coordinating the imp'.enentation
of, United States international trade policy, including commodity
matters and, to the extent they aer related to international trade policy,
direct investment matters. The Trade Rep.esentative shall serve as
the principal advisor tao the President on international trade policy
and shall advise the President on the impact of "ther policies of the
United States Government on international tra6e.

(2) The Trade Representative shall have lead responsibility for the
conduct of international trade negotiations, inc.luding commodity and
direct investment negotiations in which the VT .,. ad States participates.

(3) To the extent necessary to assure tht coo,rdination of interna-
tional trade policy, and consistent with any other law, the Trade
Representative, wt.h the advice of the Committee, shall issue policy
guidance to departments and agencies on basic issues of policy and
.nterpretation arising in the exercise of the following international
trade functions. Such guidance shall determine the policy of the
United States with respect to international trade issues arising in
the exercise of such functions:

(A) matters concerning the General Agreement on Tariffs and
Trade, including implementation of the trade agreements set forth
in scection 2(c) of the Trade Agreements Act of 1979; United
States Government positions on trade and commodity matters
dealt with by the Organization for Economic Cooperation and
Development, the United Nations Conference on Trade and De-
velopment, and other multilateral organizations; and the assertion
and protection of the rights of the United States under bilateral
and multilateral international trade and commodity agreements;

(7)
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(B) expansion of exports from the United States;
(C) policy research on international trade, commodity, and

direct investment matters;
(D) to the extent permitted by law, overall United States

policy with regard to unfair trade practices, including enforce-
ment of countervailing duties and antidumping functions under
section 303 and title VII of the Tariff Act of 1930;

(E) bilateral trade and commodity issues, including East-
West tradP matters; and

(F) international trade issues involving energy.
(4) All functions of the Trade Representative shall be conducted

under the direction of the President.
(c) The Deputy Special Representatives fcr Trade Negotiations

are redesignated Deputy United States Trade Representatives.
Section 2. Department of CoMmerce

(a) The Secretary of Commerce (hereinafter referred to as the
"Secretary") shall have, in addition to any other functions assigned
by law, general operational responsibility for major nonagricultural
international trade functions of the United States Government,
including export development, commercial repre -ntation abroad,
the administration of the antidumping and countervailing duty laws,
export controls, trade adjustment assistance to firms and communities,
research and analysis, and monitoring compliance with international
trade agreements to which the Unite States is a pparty.

(b) (1) There shall be in the Department of Commllerce (herein-
after referred to as the "Department") a Deputy Secretary appointed
by the President, by and with the advice and consent of the Senate.
The Deputy Secretarv shall receive compensation at the rate payable
for Level II of the Executive Schedule, and shall perform such duties
and exercise such powers as the Secretary may from time to time
prescribe.

(2) The position of Under Secretary of Commerce established
tunder section 1 of the Act of June 5, 1939 (ch. 180, 53 Stat. 808; 15
U.S.C. 1502) is abolished.

(c) There shall be in the Department an Under Secretary for
International Trade appointed by the President. by and with the
advice and consent of the Senate. The Under Secretary for Inter-
national Trade shall receive compensation at the rate payable for
Level III of the Executive Schecldule, and Shall perform sluch duties
and exercise such powers as the Secretary may from time to time
prescribe.

(d) There shall be in the Department two additional Assistant
Secretaries appointed by the President, by and with the advice and
consent of the Senate. Each such Assistant Secretary shall receive
compensation at the rate payable for Level IV of the Executive Sched-
ule, and shall perform such duties and exercise such powers as the
Secretary may from time to time prescribe.
Section 3. Eiport-lhtport Bank of the United States

The Trade Representative and the Secretary shall serve, ex officio
and without vote, as additional members of the Board of Directors
of the Export-Import Bank of the United States.

8
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Section 4. Overseas Private .1wvestment Corporation
(a) The Trade representative shall serve, ex officio, as an additional

voting member of the Board of Directors of the Overseas Private
Investment Corporation. The Trade Representative shall be the Vice
Chair of such Board.

(b) There shall be an additional member of the Board of Direc-
tors of the Overseas Private Investment Corporation who shall be
appointed by the President of the United States, by and with the
advice and consent of the Senate, and who shall not be an official or
employee of the Government of the United States. Such Director
shall be appointed for a term of no more than three years.
Section 5. Transfer of Functions

(a) (1) There are transferred to the Secretary all functions of the
Secretary of the Treasury, the General Counsel of the Department of
the Treasury, or the Department of the Treasury pursuant to the
following:

(A) section 305(b) of the Trade Agreements Act of 1979 (19
U.S.C. 2515 (b) ), to be exercised in consultation with the Secretary
of the Treasury;

(B) section 232 of the Trade Expansion Act of 1962 (19 U.S.C.
1862);

(C) section 303 and title VII (including section 771(1) ) of the
Tariff Act of 1930 (19 U.S.C. 1303, 1671 et seq.), except that the
Customs Service of the Department of the Treasury shall accept
such deposits, bonds, or other security as deemed appropriate by
the Secretary, shall assess and collect such duties as may be di-
rected by the Secretary, and shall furnish such of its important
records or copies thereof as may be requested by the Secretary inci-
dent to the functions transferred by this subparagraph;

(D) sections 514, 515, and 516 of the Tariff Act of 1930 (19
U.S.C. 1514, 1515, and 1516) insofar as they relate to any protest,
petition, or notice of desire to contest described in section 1002
(b) (1) of the Trade Agreements Act of 1979;

(E) with respect to the functions transferred by subparagraph
(C) of this paragraph, section 318 of the Tariff Act of 1930 (19
U.S.C. 1318), to be exercised in consultation with the Secretary of
the Treasury;

(F) with respect to the functions transferred -by subparagraph
(C) of this paragraph, section 502(b) of the Tariff Act of 1930
(19 U.S.C. 1502(b) ), and, insofar as it provides authority to issue
regulations and disseminate information, to be exercised in con-
sultation with the Secretary of the Treasury to the extent that the
Secretary of the Treasury has responsibility under subparagraph
(C), section 502(a) of such Act (19 U.S.C. 1502(a) );

(G) with respect to the functions transferred by subparagraph
(C) of .his paragraph, section 617 of the Tariff Act of 1930 (19
U.S.C. 1617) ; and

(H) section 2632(e) of title 28 of the United States Code, in-
sofar as it relates to actions taken by the Secretary reviewable
under section 516A of the Tariff Act of 1930 (19 U.S.C. 1516(a)).

(2) The Secretary shall consult with the Trade Representati7e reg-
ularly in exercising the functions transferred by subparagraph (C) of

9
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paragraph (1) of this subsection, and shall consult with the Trade
Representative regarding any substantive regulation proposed to be
issued to enforce such functions.

(b) (1) There are transferred to the Secretary all trade promotion
and commercial functions of the Secretary of State or the Depart-
ment of State that are-

(A) performed in full-time overseas trade promotion and com-
nercial positions; or

(B) performed in such countries as the President may from
time to time prescribe.

(2) To carry out the functions transferred by paragraph (1) of this
subsection, the President, to the extent he deems it necessary, may
authorize the Secretary to utilize Foreign Service personnel authorl-
ties and to exercise the functions vested in the Secretary of State by
the Foreign Service Act of 1946 (22 U.S.C. 801 et seq.) and by any
other laws with respect to personnel performing such functions.

(c) There are transferred to the President all functions of the East-
West Foreign Trade Board under section 411(c) of the Trade Act
of 1974 (19 U.S.C. 2441(c) ).

(d) Appropriations available to the Department of State for Fiscal
Year 1980 for representation of the United States concerning matters
arising under the General Agreement on Tariffs and Trade and trade
and commodity matters dealt with under the auspices of the United
Nations Conference on Trade and Development are transferred to the
Trade Representative.

(e) There are transferred to the interagency organization estab-
lished under section 242 of the Trade Expansion Act of 1962 (19 U.S.C.
1872) all functions of the East-West Foreign Trade Board under sec-
tion 411 (a) and (b) of the Trade Act of 1974 (19 U.S.C. 2441 (a)
and (b)),
Section 6. Abolition

The East-West Foreign Trade Board established under section 411
of the Trade Act of 1974 (19 U.S.C. 2441.) is abolished.
Section 7. Responsibility of the Secretary cr Slate

Nothing in this reorganization plan is intended to derogate from
the responsibility of the Secretary of State for advising the President
on foreign policy matter;,, including the foreign policy aspects of in-
ternational trade and trade-related matters.
Section 8. Incident I tr nzfers; iterim officers

(a) So much of t;t. 'ersonnel, property, records, and unexpended
balances of approp:iations, allocations, and other funds employed,
used, held, available, or to be made available in connection with the
functions transferred under this reorganization plan as the Director
of the Office of Management and Budget shall determine shall be trans-
ferred to the appropriate agency, organization, or component at such
time or times as such Director shall provide, except that no such un-
expended balances transferred shall he used for purposes other than
those for which the appropriation originally w,.. made. The Director
of the Office of Management and Budget shall provide for terminat-
ing the affairs of any agency abolished herein and for such further
measures and dispositions as such Director deems necessary to effec-
tuate the purposes of the reorganization plan.

10
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(b) Pending the assumption of office by the initial officers provided
for in section 2 of this reorganization plan, the functions c each such
office may be performed, for up to a total of 60 days, by such individ-
uals as the President may designate. Any individual so designated shall
be compensated at the rate provided herein for such position.
Section 9. Effective date

The provisions of this reorganization plan shall take effect October 1,
1980, or at such earlier time or times as the President shall specify,
but not sooner than the earliest time allowable under section 906 of
title 5 of the United States Code.

11
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96TH CONGRESS BG A
18T SEO881N H. RES. 428

To disapprove Reorganization Plan Numbered 3 transmitted by the President on
September 25, 1979.

IN THE HOUSE OF REPRESENTATIVES

SEPTEMBEB 26, 1979

Mr. BROOKS (by request) submitted the following resolution; which was referred
to the Committee on Government Operations

RESOLUTION
To disapprove Reorganization Plan Numbered 3 transmitted by

the President on September 25, 1979.

1 Resolved, That the House of Representatives does not

2 favor the Reorganization Plan Numbered 3 transmitted to

3 the Congress by the President on September 25, 1979.
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Mr. BRooxs. Plan No. 3 carries out a provision of the recently en-
acted multilateral trade legislation by transferring to the Department
of Commerce certain trade functions currently under the jurisdiction
of the Department of State and Department of the Treasury. In addi-
tion, it increases the duties assigned to the Office of the Special Trade
Representative by making the Trade Representative responsible for
U.S. trade negotiations, coordinator of IT.S. trade policy, and chief
adviser to the President on trade. matters.

The pllan also adds an additional, voting, non-Government affiliated
member to the Board of Directors of the Overseas Private Investment
Corporation and designates the Trade Representative a voting, ex
officio member of that Board as well as its Vice Chairman. soth the
Trade Representative and the Secretary of Commerce will sit on tlhe
Bo.rd of the Export-Import Bank, ex officio and without vote.

I understand the President intends to issule an Executive order to
further clarify the duties and responsibilities of the Office of U.S.
Trade Representative.

Mr. Horton, the gentleman from TNew York.
Mr. HoRToN-. Thank you, Mr. Chairman.
This trade reorganization proposal now before IIS could well be the

most important plan we will have looked at since the President started
sending lup these plans in 1977. T say this for two reasons. First, there
is no question thllat the trade functions of our Government must be
reorganized into a smore rational structure. Approximately one dozen
departments and agencies in the Federal Government are, currently
responsible for sone aspect of the formulation and implementation of
IT.S. foreign trade policy.

Second, equally. or perhaps even more important, is the fact that
while foreign trade is vitally important to c;ur economy, it is unfor-
tunatelv shrinking. Some of the statistics point this out.

In 1968, the lTnited States had a trade suronls of $1 billion; in 1978,
our trade deficit was approximately $'28.5 billion. Tn 1960. the United
States had a 20-percent share of tlhe world export market: in 1978, that
share had shrnnk to just 14 percent. In 1968, the value of U1.S. exports
was twice ithat of Japan and slightlv greater than WTest GCermany's.
In 1978, .Talan's exports exceeded U.S. exports. and Germany exports
were almost 25 pnercent greater than those of the United States. In 1978.
U.S. imports of oil alone totaled $54 billion. Bv 1990, experts estimate
that, in current. dollars. the U.S. oil bill will rench approximately $178
billion, meaning that our trade balance will worsen unless something
is deoe.

Finally. the Congressional Bud.ret Office has estimated that for every
billion dollars worth of exports. 40.000 to 50.000 additional American
jobs are created.

And I could go on and on. Trade. in short, is very important to this
country.

Since there is no question of the need for reorganization from both
an organizational and substantive viewpoint, the question is. does
this plan before its meet all the desired goals? Tn some respects, T
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think that the answer is "ves." There seems little question that trade
is given a higher profile from this proposal. The Office of Special
Trade Representative is strenrthened with little doubt left that he
is the man in charge of trade. He seems to have clear authority for all
important trade negotiations. and more important, he is in charge
of trade coordination. With the creation of a new Under Secretary
of Commerce and two new Assistant Secretaries for Trade Matters,
there is no question that trade will also be given a higher profile within
the Department of Commerce. These are, in my opinion, positive
steps.

On the other hand. there are some problems with the pronosal.
The main criticism of this plan is that it splits policy from ir.ple-
mentation with the former in STR and the latter in the Department
of Commerce. Then. from a substantive viewpoint, there is nothing
in the plan. per se, that will enhance foreign trade export policy.
There is the potential that with a new Assistant Secretary of Con-
merce for Export Development and the commercial attaches being
transferred to Commerce, that export promotion will be enhanced.
hut this is something that munst be, carefully monitored.

Therefore, when you add both the "pluses" and "minuses" of the
plan before us, I think you have to conclude that it is a positive step,
hut it is only a first step.

I look forward to hearing from oulr witnesses this morning and hope
that any fears T have will be allayed.

rWe are fortunate, I think, that the new STR office will be headed
by Governor Askew wLo is preceded by an excellent and outstand-
ing reputation. Unfortunately. we are losing our very competent See-
retarv of Commerce Awho I understand has spent quite a lot of time
on this l)rolposal. And, of course, I do welcome our friend, OMB Di-
rector tJim Mcintyre whom we have seen nmany times on these various
proposals.

Mr. Chairman. I am land to see that the Office of OMB is well rep-
resentedl here this morning.

Mr. BROOKs. Thank you, CongresF:nan Horton: we appreciate that.
Our first witness is the Director ,ff the Office of Management and

Budget, James Mcintyre, Jr., well known to the subcommittee. He
has testified here on several occasions in the past in hearings, includ-
ing background hearings on trade reorganization held in August.
He is a native of Georgia. As a lawyver, he served in various legal
capacities in Georgia for the ITniversity of iGeorgia. the Georgia
Municipal Association, and for the State of Georgia. He has been
Director of the OMB for 2 vears.

We are delighted to see you back down here, Mr. McIntyre.
Accompanying Mr. Mcintyre is Eric Hirschhorn, a former staff

member of this committee, an able and competent man; and a very
distinguished gentleman, Harrison Wellford, who has a broad back-
ground in government, economics, b,;siness, and politics.

We are delighted to see yolu again.
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STATEMENT OF JAMES T. McINTYRE, JR., DIRECTOR, OFFICE OF
MANAGEMENT AND BUDGET; ACCOMPANIED BY HARRISON
WELLFORD, EXECUTIVE ASSOCIATE DIRECTOR FOR REORGANI-
ZATION AND MANAGEMENT; AND ERIC HIRSCHHORN, DEPUTY
ASSOCIATE DIRECTOR FOR INTERNATIONAL AFFAIRS AND
TRADE ORGANIZATION

Mr. McWINTYr Thank you, Mr. Chairman.
It is a pleasure to appear before you today to discus.s ihe President's

proposal for reorganization of our international trade functions.
I have a lengthy statement that I would like to submit for the

record, so that. I may confine my remarks to some highlights in that
statement.

Mr. BROO8s. Without objection, your full statement will appear in
the record at this point.

[Mr. McIntyre's prepared statement follows :]
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET

VI'0~ oraks W"WItNC04T, D.C. *00

FOR RELEASE ON DELIVERY
Expected at 9%30 a.m.
Tuesday, October 16, 1979

STATEMENT OF
JAMES T. McINTYRE, JR., DIRECTOR
OFFICE OF MANAGEMENT AND BUDGET

BEFORE THE
SUBCOMMITTEE ON LEGISLATION AND NATIONAL SECURITY

U.S. HOUSE OF REPRESENTATIVES

Mr. Chairman and Members of the Subcommittee:

I am pleased to appear before you today to discuss the

President's proposal for reorganization of our internatiunal

trade functions. I want to emphasize at the outset that

although the formal proposal has been transmitted to the

Congress by the President, its final form was arrived at

after extensive consultations with Members of the House and

the Senate. rhe constructive suggestions of such Members as

Chairman Brooks, Gillis Long, Charles Vanik, Jim Jones, and

Bill Frenzel played a large part in shaping the reorganiza-

tion plan that you are considering today.
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Recent events -- including our negative trade balance,

increasing dependednce on foreign oil, and thc resulting

pressure on the dollar -- have focused much attention on the

vitality of our international trade position and on the way

our trade machinery is organized. New challenges, such as

MTN implementation and trade with state economies, will

further test our Government organization.

The primary goal of this reorganization is to improve

the Government's capacity to strengthen the export per-

formance and import competitiveness of U.S. industry, taking

into account the interests of all elements of our economy.

Accordingly, this reorganization is designed to prepare the

Federal Government for aggressive enforcement of the MTN

codes, which potentially open new markets for U.S. labor,

farmers and business. It aims to improve our export promotion

activities so that U.S. exporters can better take advantage

of trade opportunities and challenges in foreign markets.

And it provides an effective mechanism for shaping the

disparate, legitimate views of numerous Execut'ie branch

agencies into an effective, comprehensive U.S. trade policy.
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we in the Executive branch have done a great deal of work

on the question of what organization would best promote

.his country's trade objectives. We have chosen to place

policy coordination and negotiation -- those aspects of the

trade function that most require comprehensiveness, clout

and Government-wide perspective -- in the Executive Office of

the President. We have decided to locate operational and

implementation responsibilities, which are staff-intensive,

in line departments that have requisite resources, as well as

knowledge of and ties to major industrial, agricultural,

and service sectors of our economy. In doing so, we have

chosen deliberately to build on the strengths of existing

institutions rather than create a separate new trade bur-

eaucracy.

The Administration reorganization proposal was shaped

by the following considerations:

First, our trade structure must take into account the

intimate relationship between our trade position and a

multitude of domestic policies that affect industry com-

petitiveness. Domestic economic policy, economic develop-

ment initiatives, energy policy , productivity and innovation
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problems, and regulatory programs all affect our trade posture

and must be analyzed from that perspective. The isolation of

trade policy and programs from these domestic considerations

has been a significant problem in the past. As a result of

internal reorganization, the Department of Commerce will have

an enhanced industry and service sector analysis capability

and will take the lead role in establishingq a linkage to trade

policy and promotion.

Second, organizational arrangements must reflect that

trade is a legitimate concern of agencies that have primary

responsibiiity for other, sometimes competing, national

policies and objectives. Trade is a critical component of

our diplomatic relations with foreign countries, necessitating

the State Department's constant attention and involvement.

Trade and international monetary matters are intimately linked;

therefore, continued Treasury Department presence on the

trade scene will be required. USDA's involvement in trade de-

liberations flows from agriculture's major importance in U.S.

trade patterns, and the impact of trade on employment in the

U.S. requires careful Labor Department attention to trade

matters. The U.S. Government mechanism for trade policy

formulation must accommodate these valid intarests. Our goal

is not to eliminate these differing perspectives, but to

provide a means of shaping them, in a timely and definitive

manner, into a coherent and balanced national trade policy.
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Third, these legitimate. multiple interests require a

neutral broker, located in the Executive Office of the

President. It is difficult, if not impossible, for a cabinet

department (to say nothing of a subcabinet agency) to direct

its sister agencies because of (1) its relatively equal status

and (2) the perception that it would represent or favor a

particular constituency, at the expense of a national or

Government-wide perspective. We must have one actor with the

responsibility, location, and institutional capability to

resolve trade policy issues.

Finally we believe that operational functions are best

handled outside the Executive Office by those departments that

have necessary technical resources and that deal on a day-to-

day basis with the relevant sectors of the economy.

The President has concluded that building our trade

structure on STR and Commerce best satisfies these con-

siderations.

STR is a unit that has proven itself in the policy and

negotiating arenas and has won the confidence of a substantial

majority of the private sector. In the recent MTN negotiations,

STR 'es able to develop a negotiating package that represented

a broad consensus of national interests. STR's location

within the Executive Office and its ready access to the

President enabled it to arbitrate effectively among many

agencies and constituencies and their often conflicting
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interests. This Office benefited also from the recognition

abroad that STR spoke for the President. Its small, tight

organizational structure enabled it to operate efficiently

and effectively, tapping agency expertise when needed and

not duplicating resources existing elsewhere. These aret

qualities we murst preserve and build on to upgrade our

trade apparatus.

Commerce is a department that has significant experience

in trade matters, including policy development, regulation,

promotion,and implementation of trade agreements. Commerce

contributed importantly to the staff support for our MTN

effort. Approximately 40 Commerce personnel worked full time

on all aspects of the MTN and were crucial to the negotiations.

Commerce's work was highly praised by Ambassador Robert Strauss.

It is this staff that will form the core of the unit in Commerce

responsible for MTU4 implementation support.

Commerce already helps staff Section 301 unfair trade

practice cases, another area where the department has a

proven record of effective cooperation with STR. It has both

import and export administration experience and 4s an agency

for which trade is a major concern. Commerce also offers the

advantage of an already-eztablished network of broad

business contacts and domestic field offices. Moct important,

Commerce activities in the areas of sec -:ral analysis, economic

development, productivity improvement, and industrial
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innovation give us the ability to link international trade

programs with other efforts that have a direct bearing on the

competitiveness of our domestic industries. In the final

analysis,we cannot have effective trade programs or improve

our trade posture in the long run if we do not have a solid

understasing of the strengths and weaknesses of our

domestic economic base.

OTHER REORGANIZATION PROPOSALS

In formlulat.n our proposal, we gave close attention to

the various Congressional proposals. Indeed, our approach

includes many aspects of these proposals:

o it strengthens STR through additional resources and

responsibilities;

° it expands the policy mandate of STR and the STR-

chaired Trade Policy Committee;

o it centralizes negotiating authority in USTR and

establishes USTR as the primary representative of the

U.S. in international negotiations;

it unifies and strengthens export development efforts

by linking commrcial officers overseas with Commerce's

export expansion programs and domestic field offices;

o it consolidates import administration in a department

that has trade as its primary concern; and

O it establishes an authoritative voice that can mold

the various perspectives of the Executive branch into

a coherent national trade policy.



26

In addition, our approach avoids several major problems

of proposals to create a separate trade department or

agency. Creation of a separate trade department would

isolate trade from programs in Commerce that can have a major

positive bearing on American industry's trade competitiveness.

Placement of countervailing duty (CVD) and antidumping

functions in STR -- whether inside or outside the Executive

Office of the President -- creates several problems. The

management load involved with these programs is immense and

will grow. Placing this responsibility with STR is likely to

divert its attention from the policy coordinator an, neutral

broker roles that most outside constituencies have urged us

to protect. Adding to STR the sizable staff necessary to

carry out this one responsibility will unbalance STR and risk

the effectiveness of the lean and efficient STR operation we

have today. In addition, combining lead negotiating responsi-

bility w'th enforcement could create the appearance that CVD

and antidumping cases would be matters for negotiation rather

than enforcement. Finally, a trade agency outside the Executive

Off ce -- with or without CVD and antidumping responsibility --

probably would not have sufficient clout to act as an authorita-

tive policy coordinator vis-a-vis the involved departments and

agencies.
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OVERVIEW OF THE PRESIDENT'S REORGANIZATION PLAN

The reorganization plan now before the Congress has

two basic facets.

First, it enhances STR, to be renamed the United States

Trade Representative, by centralizing in it U.S. foreign

trade policy development, coordination, and negotiation

functions. The mandate of the Trade Representative and

the interagency Trade Policy Committee that advises him

will be broadened to include a wide range of new and

existing trade policy coordination functions.

Secondly, it makes the Department of Conmmerce the focus

of operational responsibilities for non-agricultural trade,

adding to its existing export promotion duties those of

commercial representation abroad, antidumping and counter-

vailing duty cases, the non-agricultural aspects of MTN

implementation, national security investigations, and

embargoes. Complementary action by Commerce to strengthen

its industry and service sectoral analysis capabilities

will further enhance that agency's contribution to our

trade expansion efforts.

UNITED STATES TRADE REPRESENTATIVE: POLICY DEVELOPMENT AND
COORDINATION

The Trade Representative, with the advice of the Trade

Policy Committee, will be responsible for developing and



27

coordinating United States international trade policy, including

commodity matters and,insofar as they are related to inter-

lational trade policy, direct investment matters. Under the

President's plan, the authority of the Trade Representative

and the Trade Policy Committee (TPC) will be substantially

broadened to include consideration of the following areas:

International agreements. The Trade Representative will

provide policy guidance on U.S. implementation of the MTN

agreements, as well as U.S. participation in the General

Agreement on Tariffs and Trade (GATT). He also will provide

policy guidance on U.S. positions on trade and commodity

matters coming before the United Nations Conference on Trade

and Development (UNCTAD) and the Organization for Economic

Cooperation and Development (OECD), and generally with regard

to asserting and protecting the rights of the United States

under bilateral and multilateral international trade and

cocmmodity agreements.

Import remedies. The Trade Representative will exercise

policy oversight of the application of import remedies,

review long-t3rm trends in import remedy cases, and recommend

appropriate le, iative changes. Rather than centering on

case-by-case factfinding and determinations, the Trade

Representative's coordination of antidumping and countervail-

ing duty matters will be directed toward establishing new

precedents, negotiatingrssurances, and coordinating with

other trade concerns.
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coordinate overall East-West trade policy. The functions

of the East-West Foreign Trade Board will be transferred to

the Trade Policy Committee, and the Board will be abolished.

International direct investment policy. To the extent

that they relate to international trade, the Trade Represen-

tative -ill have the lead responsibility for international

direct investment policy issues. These will include matters

relating to direct investment by Americans abroad, operations

of multinational enterprises, multilateral agreements on

international direct investment, and direct foreign investment

in the United States.

International commodity policy. The Trade Representative

will coordinate U.S. Government commodity policies in the

international arena. These responsibilities now reside with

the Department of State, which shares them on agricultural

commodities with the Department of Agriculture.

Energ, trade. While the Departments of Energy and

State will continue to share responsibility for international

energy issues, trade-related energy matters will be coordinated
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by the Trade Representative. To facilitate this coordination,

the Department of Energy will become a member of the Trade

Policy Committee.

Export expansion policy. To ensure that our export

expansion efforts, including the reduction of disincentives

to export, are pursued vigorously and coordinated Government-

wide, the Trade Representative will have policy oversight

of U.S. export expansion activities. The Trade Representative

will become the Vice Chair and a voting member of the Board

of the Overseas Private Investment Corporation, and a

non-voting Director of the Board of the Export-Import Bank

of the United States.

TRADE NEGOTIATIONS

In addition to the -teas of policy responsibility that

I have just outlined, the Trade Representative, acting with

the advice of the Trade Policy Committee, will have the lead

U.S. Government responsibility for trade negotiations. In

fact, his authority in this area will be substantially

broadened to include both bilateral and multilateral trade

(including East-West trade), commodity, and direct invest-

ment negotiations.

The Trade Representative will represent the l'nited

States in the GATT, the principal international forum for

57-408 0 - 80 - 3
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implementing and interpreting the MTN agreements. To handle

GATT committee and working group meetings, which occur

almost continuously, the Trade Representative will maintain

a small permanent staff in Geneva. Any overseas activities

of USTR personnel will be fully coordinated with other elements

of our diplomatic missions.

In addition to his role in GPTT affairs, the Trade

Representative will take the lead on trade and commodity

issues before OECD and UNCTAD when they are the primary

issues under negotiation. Because of their important

roles in these areas, the Trade Representative will work

closely with both the Department of State and the Inter-

natiunal Development Cooperation Agency on any trade and

-c modity matters that come before UNCTAD and the OECD.

Although the Trade Representa';ive will be charged with

the overall management of trade negotiations, he will draw

heavily on other U.S. Government agencies with relevant

expertise and will delegate his responsibility

to such agencies in many instances. Operational aspects

o* the negotiations will be coordinated through a Trade

Negotiating Committee, which the Trade Representative will
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chair and which will include representatives of the Departments

of Commerce, State, Treasury, Agriculture, and Labor.

The Trade Representative will be concerned not only with

ongoing trade negotiations and the coordination of trade

policies to deal with specific issues, but also with the

development of U.S. trade strategies and policies for the

longer term,. He will seek to crystallize policy issues and

will concentrate the attention of Government agencies on those

issues likely to have a major effect on the future U.S.

trade posture. He will provide policy guidaance on the

implementation cf the MTN agreements. The Trade Representa-

tive and the TPC will raise policy issues relating the

effects of economic, energy, foreign and other policies on

U.S. trade and will seek the most advantageous framework

for the expansion of U.S. exports and a strengthened

ability to compete against imports.

To assist him in performing this important function,

the Trade Representative will consult with and draw upon

the broad perspectives represented by the membership of

the Trade Policy Committee. The TPC, as I have mentioned,

will serve as the principal ai._,isory body to the Trade

Representative. As in the past, the Trade Representative

will request and consider the advice of the TPC membership,
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and will seek agreement on specific issues among member

agencies. Undoubtedly,complex policy issues will arise

on which it is impossible to reach a consensus. In such

instances the Trade Representative will be called upon to

exercise his best judgment in resolving the controversy,

subject of course to appeal to the President. This process

worked well in the MTN negotiations, for example, and we

expect it to continue to do so.

The USTR will have adequate resources to carry out his new

responsibilities. I expect that in the next few weeks, the Presi-

dent will ask the Congress for prompt consideration of a supple-

mental funding request for 1980 to enable the USTR to perform at

peak efficiency from the time the plan takes effect.

DEPARTMENT OF COMMERCE: OPERATIONAL FOCUS

The second major facet of the President's reorganization

plan will make the Department of Commerce the operational

focus for the administration of laws and programs affecting

non-agricultural imports and exports. The plan will

transfer to Commerce important new responsibilities for

administration of countervailing and antidumping duty

programs, foreign commercial representation, and MTN

implementation.

In so doing, the President's plan assigns these functions

to an agency with extensive experience in administering

exist ig trade operations. The Department's new functions



83

will join its current responsibilities for export promotion,

export controls, East-West trade, trade adjustment assistance,

trade policy analysis, and monitoring foreign compliance with

trade agreements. With the addition of the new responsibili-

ties, the various trade and trade-related functions of the

Department of Commerce will be substantially reorganized and

will be brought together under a new Under Secretary for

International Trade. Related departmental activities in

the areas of sectoral analysis, improvement of industrial

innovation and productivity, and encouragement uf local and

regional economic development will be linked closely to an

aggressive trade program. Fostering the international com-

petitiveness of American industry will become a principal

mission of the Department of Commerce.

Import remedies. The plan transfers to the Department

of Commerce responsibility for administration of the

countervailing duty and antidumping statutes. A new

Assistant Secretary for Trade Administration will administer

these programs.

The administration of countervailing duty and anti-

dumping cases has been criticized for delays and for

lack of coordination with other trade policies. Assigning

these functionts to Commerce, which has trade as its primary

mission, will afford them a high priority and enable them

to be performed efficiently and effectively. The
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Trade Representative will have the lead role in negotia-

tions in this area, but Commerce will retain the legal

authority to accept assurances on the basis of which invest-

iqations may be terminated.

Commercial representation. A recent GAO report on

U.8-Japan trade concluded that "a lack of American export

consciousness" is one cause of the trade imbalance between

the two nations. A 1977 report of the full Government Opera-

tions Committee criticized the friction between Commerce

and State over commercial representation responsibilities

abroad and concluded that until it was alleviated, "export

promotion efforts will continue to be inefficient and in-

effective."

The President's plan addresses both of these prob-

lems by transferring to the Department of Commerce respon-

sibility for commercial representation abroad. Both

domestlc and overseas export promotion activities will thus

be brought under the umbrella of a single organization,

headed by a new Assistant Secretary for Trade Development

and charged with aggressively expanding U.S. exports.

Communication between commercial officers abroad, who

identify export opportunities, and the domestic field

offices, which bring them to the attention of U.S. firms,

will be enhanced considerably. Placing the Foreign
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Commercial Service in the Department of Commerce will enable

cosmercial officers to devote full attention to promoting

U.S. exports and providing direct assistance to U.S. firms

selling abroad.

Creation of a Foreign Commercial Service in the

Department of Commerce will initially involve the transfer

from State to Commerce of all full-time American trade

promotion and commercial positions overseas, as well as

the associated positions held by foreign national employees.

Approximately 162 Americans now occupy these positions and

are stationed in over 60 countries throughout the world.

Over time, the Department of Commerce undoubtedly will

review the deployment of commerical officers in light of

changing trade circumstances and propose extensions or

alterations of coverage of the Foreign Commercial Service.

MTN implementation. One of the most important

functions of the Department of Commerce will be the

responsibility for implementation support of non-agricultural

aspects of the MTN agreements. The President, as he made

clear in his message transmitting this reorganization plan,

is dedicated to the aggressive implementation of the

Multilateral Trade Agreements and to ensuring that the

United States seizes its opportunities and enforces its

obligations. The Department .of Commerce will assign a

high priority to this task and will make it a principal
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assignment of a new Assistant Secretary for International

Economic Policy.

The Assistant Secretary and his staff will pursue

these new obligations through the implementation of a

variety of programs. They will --

o monitor agreements and target problems for

consultation and negotiation;

o operate a Trade Information and Complaint Center

where the private sector can request trade informa-

tion and receive advice as to the recourse and

remedies available;

o aid in the settlement of disputes and staff

formal complaint cases;

o identify problem areas for consideration by

the Trade aepresentative and the TPC;

o conduct educational and promotional programs

on the provisions of the agreements and the

processes for dealing with problems that arise;

o provide American business with basic information

on foreign trade laws, regulations, and procedures;

o consult with private sector advisory committees;

and

o provide general analytical support.

The Commerce personnel who provided STR with detailed

analytical support through the MTN negotiations will form

the core of the unit that will handle these new responsibilities.
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Government's institutional memory aid expertise on WNT

issues will be utilized fully in implementing the programs

that convey the opportunities and challenges of MTN to

the U.S. business community.

Finally, to help ensure that export financing

policy is consistent with export promotion policy (end

trade policy generally), the Secretary of Cormerce

will be made a non-voting Director of the Export-import Bank,

our principal export financing agency.

Each of these new responsibilities is an important one

and, with them, the Department of Commerce will play a

principal role in trade policy development. They would

nevertheless be incomplete without a simultaneous improvement

in our understanding of the problems and prospects of U.S.

industry, especially in relation to the growing strength of

our competition abroad. The Department of Commerce is

planning a number of internal organizational changes,

including an upgrading of its ability to analyze the

industrial and service sectors, that should enable it not

only to improve its analysis of problems in these sectors,

but also to lend important support to the performance of

its new trade responsibilities.
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CONCLUSION

The reorganization plan that the President has

proposed can only partly address our country's foreign

trade problems. Since our organizational structure is

not the primary cause of these problems, restructuring

our trade organization will not alone reduce our trade

deficit or improve the competitive position of American

industry.

I believe, however, that the plan is an important first

step, and that its contribution will be significant. It

will provide us with unified policy direction; improve the

application of our trade laws; focus attention on major

problem area3; enable the United States to negotiate with

foreign governments from a position e' _rength; and provide

a strong institutional base for the new trade order created

by the MTN agreements.

Mr. Chairman. a major strength of this proposal is the

clo)se cooperation between the Congress and the Executive

branch that has accompanied its development. We look for-

ward to continuing to work closely with you and your

colleagues as we move toward its implementatior.
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Mr. McINwRmE. Mr. Chairman, let me start off by saying that this is
not a perfect plan, but it is a plan that has been derived from extensive
consultations with Members of the House and the Senate and the vari-
ous executive branch agencies and departments that would be affected
by it as well as by those interests-business, industry, and labor-that
have a stake in the way our trade functions operate in this country.

It does represent a significant step forward in strengthening our in-
ternational trade posture. The constructive suggestions of such Mem-
bers of the House as Chairman Brooks, Congressmen Gillis Long,
Charles Vanik, Jim Jones, and Bill Frenzel played a large part m
shaping the reorganization plan that you are considering today.

Many recent events, some of which have been cited by Mr. Horton,
have focused much attention on the vitality of our international trade
position and on the way our trade machinery is organized.

New challenges, such as MTN-multilateral trade negotiations-
implementation and trade with State economies, will further test our
Government organization.

The primary goal of this reorganization is to improve the Govern-
ment's capacity to strengthen the export performance and import
competitiveness of I.S. industry, taking into account the interests of
all elements of our economy.

We havw chosen to place policy coordination and negotiation,
those aspucts of the trade function that most require comprehensive-
ness, clout, and Government-wide perspective, in the Executive Office
of the President. We have decided to locate operational and implemen-
tational responsibilities, which are staff intensive, in line departments
that have requisite resources as well as knowledge of and ties to major
industrial, agricultural, and service sectors of our economy. In doing
so, we have chosen deliberately to build on the strengths of existing
institutions rather than create a separate, new trade bureaucracy.

The administration reorganization proposal was shaped by the fol-
lowing considerations:

First, our trade structure must take into account the intimate rela-
tionship between our trade position and a multitude of domestic poli-
cies that affect industry competitiveness.

Second, organizational arrangements must reflect that trade is a
legitimate concern of agencies that have primary responsibility for
other, sometimes competing, national policies and objectives. Our goal
is not to eliminate these differing perspectives but to provide a means
of shaping them in a timely and definitive manner into a coherent and
balanced national trade policy.

Third, these legitimate, multiple interests require a neutral broker
located in the Executive Office of the President.

Finally, we believe that operational functions are best handled out-
side of the Executive Office by those departments that have the nec-
essary technical resources and that deal on a day-to-day basis with
the relevant sectors of our economy.

The reorganization plan now before the Congress has two basic
facets: First, it enhances the Special Trade Representative, to be re-
named the U.S. Trade Representative, by centralizing in it U.S.
foreign trade policy development, coordination. and negotiation func-
tions. The mandate of the Trade Re ,resentative and the interagency
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Trade Policy Committee that advises him will be broadened to include
a wide range of new and existing trade policy coordination functions.

Second, it makes the Department of Commerce the focus of opera-
tional responsibilities for nonagriculltural trade, adding to its existing
export promotion duties those of commercial representation abroad,
antidumping and countervailing cases, the nonagricultltral aspects of

IMTN implementation, national secul ty investigations, and embargoes.
Complementary action by Commerce fo strengthen its industry and

service sectoral analysis ca iabilit ies will further enhalnce that agency's
contribution to our trade expansion efforts.

There is one new element that I would like to mention specifically
with respect to the Trade Representative. The Trade Representative
will become the Vice Chair and a voting mnember of the Board of the
Overseas Private Investment Corporation and a nonvoting director
on the Board of the Export-Import. Bank of tile United States. The
other functions and responsibilities are fully outlined in my testi-
mony. NIr. Chairman.

Although the Trade Representative will be charged with the over-
all management of trade negotiations. we wo.ald expect him to draw
heavily on other 1U.S. Government agencies with relevant expertise
and. in sonme irnstances, (lelegate his responsibilities to suech agencies.

There is one element of the reorganization as it affects tile Depart-
ment of Commerce that I also woulld like to highlight. NMr. Chairman.
the othels are explained fully in my prepalred statement.

I would like to talk for a moment about (ommercial relresentation.
A recent GAO report on ITnited States-Japan trade concluded that.
"a lack of American export consciousness is one cauise of the trade
imbalance between the two nations. A 1977 report of the fulll Govern-
ment Operations Committee critici7zed the friction between Commerce
and State over commnercial reilresentation responsibilities abroad and
concluded that. until it. was alleviated "export promotion efforts will
continue to be inefficient and ineffective."'

The President's plan addresses both of these problems by transfer-
ring to the Department of Commerce responsibility for commercial
representation abroad. Both domestic and overseas export promotion
activities will thus be brought under the unmbrella of ei single orga-
nization.

Tn conclusion. Mr. Clhairman. T believe tl-lat this plan is an important
first step and that its contribution will be significant. Tt will provide
us with unified policy direction. improve application of our trade laws.
focus attention on miajor problem areas, enable the UTnited States to
negotiate with foreign governments from a position of strength, and
provide a strong institutional base for the new trade order created by
the NITN agreement.

Mr. Chairman, that concludes my remarks. T will be glad to answer
the subcommittee's questions.

Mr. BROOKS. Thank you very inuch. Mr. Mcintyre.
I have a few questions for you.
ITnder the, plan. the policv and implementation functions for the

most part are divided between the Office of the Trade Representative
and the Department of Commerce. How do you answer the objection to
splitting the responsibility for setting policy from the responsibility
for implementing that policy when setI
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Mr. MCINTYRF. Mr. ChairmPn, in the area of trade, there are man
departlents and agencies that have and will continue to have a legiti-
mate interest in trade matters. For example, the State Department is
interested in the international affairs aspects of trade; LAbor is inter-
ested in trade matters because it administers part of the trade ad-
justment assistance program; Agriculture because of the many pro-
grams in the agricultural area that are related to trade.

We do not think it is possible for one department or agency to deal
successfully with these broad interests in term:; of both implementing
and establishing the policy. We also do not think that one department
could successfully coordinate all of these interests. Only in the Execu-
tive Office of the President, in our judgment, can it all be put together.

On the other hand, we do not want to bog the Executive Office units
down with a large number of operational responsibilities and the large
number of personnel that would be required to carry out those opera-
tional responsibilities.

We found that this process worked quite well in developing the
MTN agreement, and we think it is workable in the way we have laid
it out.

One final point: We think there has to be a neutral broker, and that
neutral broker would be the I.S. Trade Representative in the Execu-
tive Office of the President who could deal from a neutral position in
trying to balance the various interests of departments and agencies and
come to a coherent trade policy.

Mr. BROoKs. Since the U.S. Ambassador in any country has the re-
sponsibility for setting the limits on U.S. Government personnel on
duty in that country, will the Ambassador be the authority who deter-
nines the size of permanent commercial missions overseas

Mr. MCINTYRE. Mr. Chairman, while the views of the Ambassador
are given great weight, my understanding is that under the current
process the Ambassador does not have final or determinative say-so
on those issues.

We have a system called the MODE system-monitoring overseas
direct employment-which is led by the State Department but gives
othc,r agencies a say-so in decisions about overseas personnel.

Mr. BnooKs. Could you give us an example of how this reorganiza-
tion plan will increase trade exports?

Mr. MCINTYRE. The primary ways that this plan would increase ex-
ports, in my judgment. are, one, by providing a forum for establish-
ing trade policy through the Special Trade Representative; and, two,
by establishing an aggressive effort to take advantage of the opportu-
nities afforded U.S. industry under the MTN agreements.

Specifically, the linkage of the commercial attaches to the Commerce
domestic field structure, will provide us with a direct line from Amer-
ican businesses to foreign export markets.

A specific example might be this. Let us say a U.S. exporter of soft-
wood is looking for an overseas market for his product in the European
community. This firm could go to the Commerce field office in its area;
the field officer would then contact Washington for specific informa-
tion on softwood or plywood exports-for example, tariffs, markets,
standards, and other types of information. Once this specific informa-
tion is zathered by the field officer. then inquiries are sent to the com-
mercial attniches in the European community to search for a potential
client.
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I think it is in this lrocess, where we have this direct line from the
domestic field officers to the foreign officers, that. we. would enhance our
ability to increase exports.

Mr. BROOKS. In section 5t(b) (1) of the plan it says, "transfers to the
Secretary of Commelce all trade plromotion and commercial functions
of the Secretary of State which are performed in full-time overseas
trade p)romotion and commercial positions or performed in such
(ountries as the President may from time to time prescribe."

How does the administration intend to carry out this process unnder
what appea&s to be, Ln open-ended provision t

Mr. MCINTsYRE. Do you mean the process of moving commercial
officers?

Mr. BRooKs. The trade promotion and commercial functions, yes.
1Mr. McISNTYRE. I think that is at decision we have to nmake down the-'oad as cond(itions and circumstances change.
The Commnerce L)epartmment may wish to propose movement--either

adding some countries or increasing relresenltation in countries. But
the President. himself, would make those final decisions.

Mr. BR(OKS. All right.
Has a determination been made as to the personnel levels for the

Office of U.S. Trade Representative
MrI. MCNlTZRFE. No, it has not.
This is an issue that we are looking at in the OMB I)udget review

process which we are currently engaged in.
fMr. BROOKS. They ha:-e 5n Ipople now: and we have some consider-

able added authority and responsibility reorganization which will
he given to them in this. Do you have any ballpark figures on that,
or numllbers of personnel even t

Mr. .MCINTYRE. Mfr. Chairman. I do not have a specific figlire I
could give you. I would hesitate even to give you a range. I can tell
you that, one, there are some new responsibilities, and two, we will
have to provide additional personnel to the Trade Representative for
him to carry out those responsibilities. I)ut the exact number win be
derived through the OMB budgetary process.

We would envision making that decision in the next few weeks and
sending a supplemental request up for the Congress to consider.

Mr. Howrmos. Mr. Chairman, would you yield I have a question on
that subject.

Mr. BRoOKs. Certainly.
Mr. Horrox. What is the ballpark figure? What are we talking

about ? Are we talking about 10 more. or 100 more ?
Mr. MCITNTYRE. T think somewhere in between those two numbers.
Mr. BRooKs. ITnder 140 or 150t
Mr. McTmRTE. I would think so.
Mr. HoRrow. My concern is that, with the added responsibilities,

you ought to have enough personnel to do the job.
Mr. M clTYmRz. I would agree with that.
Mr. Horroxs. I am not being niggardly about it; I do not want to

cut vou back. I think you ought to have sufficient personnel to do the
job because I think trade is a very important responsibility. I am not
advocating that you cut back; T am advocating that you take a real-
istic !ook at it and provide ,STR with sufficient personnel to do the job
that has to Ie done.



Mr. McINTYRm.. Mr. Horton, that is exactly what we intend to do.
That is why I hesitate to give you a number today. What we have to
do is sit my budget examiners down and go over the needs of the
Special Trade Representative.

We will make a "passback" to the Special Trade Representative. If
he disagrees, then he and I will sit down and personally go over his re-
quirements. If we cannot agree, then the President will decide what
will be recommended to the Congress.

IlBut I can assure you that T do not want them to be either too fat or
too lean. I do want them to have adequate resources to carry out their
new responsibilities, but I do not want them to have more personnel
than they need.

Mr. BRooKs. Mr. McTntyre, can vou give us the budget request for
the Office, as expanded tnder the plan ? How long will it take you to
make that determination ?

Mfr. nMCTNITYR. Mir. Chairman, I do not usually appear before this
subcommittee on budgetary matters. It has been my practice in the
past to maintain the confidentialitv of the individual agency's reqrest.
T do not in any way intend to be evasive about that, but I think those
requests sometimes change.

I would respectfully request that we go through the normal process
of deciding those requiremenits for the STR; we make our recommen-
dations; and, as you know, the Congress will have the final say as to
the funding level of this agency.

Mr. BRooKs. I understand all that. I am just telling you that I think
you ought to have some idea of how many people you are going to use
and roughly what, that budget is going to be if I am going to answer
that question on the floor to 435 people. They are going to say, "What
are you going to spend, and how many people are you going to havel"
If I say, "I don't know; we are working on it," they are going to say I
ought to be bored for the hollow horn.

So. if we are going to promote this thing and get this through, we
ought to have some idea of how many people you are going to use. I
do not care if it is 59 or 8 million, but whatever the number is, I want
an idea. I am not holding you to it, but I want a rough idea to tell
them. The same is true on the money.

Reuben Askew .who is going to be the head of it does not know; he
just got here. You have new authorities in there, so it is going to be
difficult to ascertain. We understand that you are not going to know
exactly, and it might fluctuate. But I want a ballpark figure, as Mr.
Horton savs. We have to have some number to give to them.

Mr. McTNTREm. I was just going to suggest to you that by the time
you have to go to the floor, I think we will be far enough along to give
you some ballpark figures.

Mr. BRooKs. We will put it this way; we will go to the floor after we
get them.

Mr. McITNTYRE. Yes, sir.
[Additional information follows:]
We expect to transmit a supplemental fiscal year 1980 appropriation request for

the Oiece of the Special Trade Representative within a few days.
The request will seek an STR personnel level for fseal year 1980 of betwee a

100 and 116, at an additional cost of sllghtly more than the $4 million already
approved for fiscal year 10980.
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Mr. BRooKs. We appreciate that
Mr. Horton t
Mr. Horrow. Thank you, Mr. Chairman.
Jim, T would like to know what official functions are being trans-

ferred to the new STR. The message for the plan lists quite a few new
"policy," "coordination," and "negotiating" responsibilities; yet, in
section 5 of the proposal on transfer of functions, what are listed are
those transferred to the Commerce Department.

In other words, it is very clear what legal functions are going to be
transferred to Commerce; but what about those that are being trans-
fer ed to the new STR I

Mr. MCIN-TYRE. The primary responsibilities for policy coordina-
tion, policy development, and negotiation will be handled by the Trade
Representative in his role as staff to the President. So, there are no
specific statutory functions that we have to transfer othler than those
that already exist under the MTN and related authorizing legislation
for the STR plus the President's authority to assign those functions
to the STR under Executive order.

In addition to that, section 301 of the Trade Act of 1974 will be the
principal statutory means for carrying out many of the responsibil-
ities, such as for making complaints of violations of the MTN agree-
ments. Title IX of the new Trade Agreements Act amended section
301 to place the Trade Representative in charge of this process.

So, our judgment is that there is no need to transfer any additional
statutory functions to STR under this plan.

Mr. HorroN-. Thank you.
Who is going to be doing the international commodity negotiations-

the new Trade Representative, the State Department, or both The
plan gives the Trade Representative the responsibility, but yet the
functions are not switched. Then your plan says, "nothing in this reor-
ganization plan is intended to derogate from the responsibilities of
the Secretary of State."

Mr. McIIr.TYL . The intent is that the Trade Representative shall be
responsible for trade negotiations, including commodities. Of course,
the State Department would be on the Trade. Negotiation Committee.
We would envision the Trade Representative closely coordinating
these negotiations with the Department of State and relying upon
their special expertise in conducting these negotiations.

In some cases, the Trade Representative would perhaps delegate
some authority to the State Department, but I would envision that in
practically all cases there would be some joint or team effort.

Mr. HorroS-. What you are saying, in essence, is that the Trade Rep-
resentative will have the responsibility for it, but it will be coordinated
with the State Department. In other words, the liltimate decision, if
need be, would be made by the Trade Representative as the arm of the
President.

Mr. McINrnm. That is correct.
Mr. HOrroN. Who will be doing the energy trade nelgotiations--

STR, the State Department, or the Energy Department
Mr. McIxvrTl It would work primnarly the same way.
The Secretary of Energy just as the Secretary of State under the

former question, would sfili maintain his responsibility for advising



46

the President on international affairs and implications of the nego-
tiations; so would the Secretary of Energy with respect to the im-
plications of any energy negotiations.

Mr. HogrocN. I wonder what would be the exact relationship between
the Trade Representative and the Trade Coordinating Committeet
It is a little unclear who will have the final authority on trade policy.

Mr. McIwTYRE. The Trade Policy Committee ?
Mr. HoIroN. Yes.
Mr. McTIwmrRE. The Trade Policy Committee. which is composed

I think, of all of the Cabinet departments, plus some other members,
would be advisory in nature, would be a forum in which the Trade
Representative would try to hammer out differences on policy issue.
But the final say-so on trade policy would be vested in the Trade
Representative.

Obviously, a Cabinet Secretary, if that individual had serious dis-
agreements with the policy, would maintain his or her right to appeal
a decision to the President.

Mr. HoRmrox. l)o you have nnv plans to move either the Maritime
Administration or the National Oceanie and Atmospheric Adminis-
tration out of the Department of Commerce to make that a more
streamlined Department?

Mr. McIxsTYRr,. There are no plans to move either of those agencies
at this time.

Mr. HeRrros. Mr. Chairman. I have some other questions, but for
the sake of cutting back on time. I would like to submit them to the
Director.

If I submit them to you, Jim, I would like to ask that they be
answered in writing so we can put them in the record.

Mr. McIxS'mRE. Yes, sir. We would be glad to do that.
Mr. BROOKS. Without objection, they will appear in the record at

this point.
rThe material follows :]

S7-401 0 - 30 - 4
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QUTsICAm why did you rjeot proposals that plaoed all trade
functions inoluding both policy nd iplementation
in one agency such as a separate Department of Trade
or a revitali ad Department of Trade and Coetron?

AuSWRu Trade is a legitirate concern of several U.S. Gov-
ernent agenciest Trade is a natural component of
the U.S.'s foreign relations with countries and as
such, the State Department will maintain interest
and involvement in trade trade and international
monetary matters are intimately linked and, henc,
continued Treasury Deparcment presence on the trade
scene Is requiredl and the impact of trade on employ-
sent in the U.S. means the Labor Department will
maintain its role in trade. USDA'* involvement in
trade deliberations flows from Agriculture's Importance
in the U.S. trade effort. Our goal ia not to eliminate
these differing perspectives, but to provide a means of
extracting from them, in a timely and definite manner,
a coherent and balanced national trade policy.

Accordingly, the U.S. government mechanaid for trade
functions must accommodate these valid institutional
interests, particularly at the policy stage.

We believe that these multiple interests require
a neutral broker, such as STR, located in the execu-
tive Office, acting with the clout of the President.
It is difficult if not impossible for a Cabinet
department (or subcabinet agency) to direct its
sibling agencies - (1) because of its equal relative
status and (2) because it probably would be perceived
as representing or favoring a particular constituency.

Thus we have proposed maintaining the trade Policy
Ctdmittes - a forum in which all the interests are
represented - and continuing and enhancing STR as
the neutral broker.

As for implementation, woe believed that more con-
solidation was possible and desirable.

QUSTMIONut If there are not going to be any more major W#
negotiating rounds, why do we really need the STR
office? Wasn't the STK really created just for
these major trade negotiations?

ASsam Because many agencies have a legitimate interest
in trade matters, we see a strong need for an
Executive Office presence that can resolve policy
differences (subject, of-course, to the final word
of the President).

Also, there will be continuing major trade negotiations
of the type requiring the attention of STR.
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QaUtlTIO: According to your fact sheet, 0.S. ooomercial attaches
In our major trading partner countries will be trans-
ferred to the new Department of Trade and Comerre?
What do you mean by ma or trading partners? low
many countries does this include?

ANSWERs x'ajor trading countries' are those that are currently
or potentially the significant destinations of our
non-agricultural exports.

We have decided to transfer all 162 full-time cormercial
officer positions from the Department of State to the
new Department of Trade and Commerce. Currently these
officers are located in 66 countries.

Why didn't you simply switch all comurcial attaches
to the new department?

ANsWIMS we are switching all full-time commercial officer
positions.

QOESTION s beides renaming the Department of Coameroe and
establishing a new Under Secretary for Trade, what
are you really doing new and different to increase
exports?

ANSWER: Establishing a strengthened Department of Commerce*
will focus top level attention on trade in general
and increasing U.S. exports in particular. The
Department will have a number of improved mechanisms
for performing thia task: First, housing the
commercial attaches in the same department with Com-
merce field offices should improve greatly the flow of
information between foreign markets and domestic
manufacturers, making for direct communication
between Rochester and Rome. Second, improved coordina-
tion of trade policy within the Executive branch will
permit aggressive enforcement of the new MTN codes,
leading to expanded export opportunities for U.S.
industry.

Because of concern that the name "Department of
Trade and Commerce" might be confusing or
redundant, we have decided to retain the name
Department of Commerce.

OUESTCXON
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QSTlONs .Who will have the final authority on agriculture
exports? Will it be the new STR office, the Trade
Policy Committee or the Agriculture Department?

ANSWER: Nost agricultural trade functions, such as the
promotion of U.S. agricultural exports by the
Foreign Aericultural Service and the activities
of U.S. agricultural attaches, will remain under
the authority of the Secretary of Agriculture.
Also, the Department of Agriculture, in light of
its particular expertise, wiii be responsible for
MTN implementation support functions and section

301 staffing for agricultural products. The TPC,
of which Agriculture is a member, will consider
trade policy issues arising from actions under
U.S. statutes (e.g., section 301), from
international dispute settlement procedures
(e.g., Article XXIII of the GATT), and
from implementation of MTN agreements (e.g., the
subsidies code). STR will'manage all negoti-
ationsj however, we would expect STR to delegate
as appropriate, i.e., in this case to Agricul-
ture, a member of the Trade Negotiating
Committee.

QUESTIONs now many people would be in the new Office of the
United States Trade Representative?

ANSWERS The Office of the Special Trade Representative
currently has a staff of S9. The new Office of the
United States Trade Representative, the successor
agency to STR, would have added responsibilities.
These new responsibilities will require additional
staff to perform them effectively. We do not know
at this time the exact number of staff positions
that would be added to this office; full congres-
sional consideration of this issue will take place
when the authorization and appropriation bills for
the Office are transmitted early next year.

QUESTION: Do you think that there will be enough people to
properly do all policy coordination and trade
negotiations?

ANSWER: Yes. The reorganization will improve coordination
of trade policy, thus providing an opportunity for
more efficient and effective utilization of avail-
able resources.
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OUMItNaI, esaldes establishing the new post of Under Secretary
for trade, do you anticipate any people will be
added to the new Department?

ANSWMtR At this time, we do not .envisage .he..e at$. n.99 new

staff positions in Comaerce. In addition to the
Under Secretary for International Trade,' we would
create two new Assistant Secretaries. Also, we wi11
upgrade the existing Under Secretary position to
Deputy Secretary, Essentially, we expect to transfer
existing personnel to Commerce as follows (estimates)s

-- 219 positions for countervailing duty and
antidumping cases (130 of these are new
positions)

-- 162 commercial officer positions plus 494
affiliated local employees

UESTION , Do you intend to leave the Maritime Administration
and the wational Oceanic and Atmospheric Administration
in the Department of Trade and Commerce?

ANSWes Our proposal does not call for moving these two
agencies from the Department of Commerce.

9UCSTIONS Will you have to increase the staff for thc trade
Policy Coimmttee and, if so, bow large an increase
to anticipate? Would they be part oi the STR staff?

AISWEaRt| We anticipate a moderate increase in the number of
persons doing staff work for the Trade Policy Commit-
tee. These people will be a part of the USTR staff.

OUMSTION: Did you consider transferring the Str to a now
Department of Trade and Commerce and giving it
a so-called 'broken line" relationship such as
the Arms Control Agency now has with the State
Department? You could still have an ITR Ambassador,
a separate SR, yet everything would essentially be
under one umbrella.

ANSWERt We did consider transferring STR to the Department
of Commerce but decided against it because even a
'broken line' relationship'might identify STR too
closely in some eyes with the industrial side of
our trade community. This would be a severe detri-
ment indeed, since STR would not be able to retain
its "honest broker" role and its Executive Office
status.
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9QUSTION. What would be the relationship of the State Depart-
ment's Office of the Under Secretary for economic
Affairs and its Bureau of Economic and Business
Affairs which are both heavily involved with trade
matters with your noew offices?

ANSWER: Both these offices play a large role in formulating
the State Department's input into trade policy and
negotiations. The Bureau of Economic and Buslnefr
Affairs has an Office of International Trade which
staffs state's participation in the TPC; it has the
Office of East/West Trade which, even when STR takes
over the negotiations, will be considerably involved
in East/West trade matters; it has the Office of
International Commodities which will still play a
significant role in commodity negotiations even after
USTR assumes the lead role; and finally, Economic
Bureau (ED) has the Office of Commercial and Mari-
time Affairs which will, after the transfer of the
major trading partner commercial attaches, oversee
State's remaining commercial activities. Therefore,
we anticipate these State units will relate both with
the Department of Trade and Commerce (on the attaches)
and with USTR (on TPC issues and trade negotiations).

QUESTION: Zven though you do transfer some Treasury Department
functions to the new offices, there are still many
left in Treasury that are trade related. For example,
the Office of Trade and Raw Material Policy has four
divisions for Trade Policy and Negotiations, Raw
Material and Ocean Policy, East-West Economic Policy
and Trade Finance. Why aren't these transferred?

ANSWER: The Treasury Department, as well as other agencies
in the Government, will retain substantive and
policy interest in trade matters. This is consistent
with long standing congressional intent (see, for
example, section 242 of the Trade Expansion Act of
1962, 19 U.S.C. 1872) that U.S. trade policy take into
account a number of domestic and international interests
including those of financial institutions, labor,
consumers, business, farmers, importers, exporters,
et cetera. Retaining some trade personnel in Treasury
will allow that department to fulfill this role.

Although the Office of East-West Economic Policy per-
forms some functions that are trade-related, its
primary responsibility is to act as Treasury's policy
staff for East-West economic and finance matters.

QUESTION: Why didn't you transfer the Treasury Department's
Office of Tariff Affairs?

ANSWER: In assigning TAC the responsibilities for counter-
vailing and antidumping duties, we are proposing
the transfer of the Office of Tariff Affairs, and
also the transfer of Customs' staff engaged in
countervailing and antidumping work.
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The attached charts identify current govern-

mental units which participate in the formulation and

implementation of U.S. trade policy. The charts pro-

vide information regarding units the primary mission

of which is trade policy formulation and implementation.

Given the complexity of international economic and trade

relations in a modern world, many other governmental

units are called upon to provide technical advice or

expertise on specific issues. However, the primary

mission of these un.ts is not trade policy formulation

and implementation and therefore such units have not been

included.
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Mr. BIOoKs. Tile gentleman from Floridut. Mrl. Fascell. is recognized.
M r. F.\%WE.IL. Thank you. Mr. Chairman.
Mr. lMcintyre. can yol separate t the tradle negot iations and foreign

affairs. as envisioned l;v this plan I
Mr. MeINTYrE:. do10 not thinik you c(lan eomlpletely separate inter-

national affairs activities. Mr. Fas-ell, front t ildetralo policv or negotia-
tion reslponsibilities that we are discussing in this plan. What we have
tried to (lo to insure that there is Ibetter coordlination is to include the.
l)epaltnient of State on )othl the Trade:l Policy Committee and the
Trade Negotiating ('omlittee. clearly putting tile Tra(lh Replresenta-
tive in a position of aceolntal)ility for tra(le j)liCe atnd for trade
negotiation.

State remains. and the Secretary of State is. the princiipal adviser
t o the Plresident on foreign policy.

NMr. FAs¢:CELL. What yoll ar1 savifg is the obvious, that anly conflict
would have to be resol'ved b1 the President.

Mr. MCINxTYRE. If it. colid not be resolv(ed Ibetween the Secretary of
State an(l tile Tlrade Representative.

Mr. FARs(E:L.,. If it cannot be resolved anv other way.
Mr. MCINTYRE. 'lThlat is correct.
Mr. FRsci:Ll. Which imeans front a (lay-to-day standpoint. the work-

ing relationship ) between the Special Ilepresltntative ani the State
Departmlent will hlave tobe extrelmiely close.

1Mr. M'clI'rYVR:. I think it would llave to be elose with a niuitb,!r of
the d(epartmlents, but certainly the Secret arv of State and the Trade
Representative will have to work very clo)sely together. as they did
lduring tile MTN negotiations.

Mr. FItSCFLL. What I meant. was thiat theyl would have to be more
than simply arriving at separate policy decisions at top levels and then
try to get theli resolved. It would Ilhanvt to be staff-level. lday-to-day
working relationships. or it would be meaningless.

Mr. McINrI:YHE. That is correct.
Mr. FAsR(cEI,i. All you have to do is just think about East-Trade or

OPEC. trving to give the Special T'rnde Representative a free hand
to deal witih the trade policy, and( at tile sanie time not take into con-
sideration the present foreign policy plrol)lems the United States has.
You see what an alnost impossible situation the Special Trade
Representative would have ?

Mr. MCINTwRE. Yes; I think they are going to have to work very
closely together. But that is not unusual; that happens throughout
the Government.

Mrl. FASCR.LL. I understand that. I i ust want to be sure vhat the lines
of responsibility are for the Special Trade Representative when there
is a special foreign policy consideration (ireetly in. 1)inging on a policy
decision he is about to nmake and how that is arrtived at in a day-to-day
working relationship, not soime esoteric principle like, "the President
will resolve the problem ;" that does not mean a thing to me.

Mr. McINTrRE. Many problems are resolved on a day-to-day basis
at the staff level or at the Secretary level and never go to the Presi-
dent for resolution.

Mr. FASCELT,. They just go to OMB?
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Mr. IMcINTERq.. No; only budgetary issues and major policies that
this subcommittee is sometimes interested in.

Mr. FAscm.=.I The other matter that has been raised time and time
.gain has been the fragmentation of the State Delartment, what with

the decision for agricultural attaehes in the D)epartment of Agricul-
ture and now commercial attaches over in the Department of Com-
merce. How does OMB see that, other than what you have already
recommen(led in this plan?

Mr. MCINTTYR:. I all sorry', I did not. catch the first, part of your
question.

Mr. FASCEiLL. The question was. "When have you stopped beating
your wife?" [Laughter.]

Mr. MCIrTE. The answer is. "We never started."
Our analysis of the function of the commercial attaches made it

clear to uis that this function was not, essential to the State Depart-
ment's overall mission in the foreign affairs field, and particularly in
the Secretary of State's personal responsibilities to the President in
terms of advising him on foreign policy issues.

It. was our judgment that the commercial attaches could function
better if they were in a direct line with the department that had
responsibility for coordination of domestic trade policies and also
could provide that link to the foreign markets.

The commercial attaches would still work under the general super-
vision of the ambassadors in these countries.

Mr. FAcCEI-L,. The President's country team directive, which was
cleared by you. is still in effect, and the reorganization plan does not
change that.

Mr. Mc(ITlmE. That is correct.
Mr. FA.scEI:. But my question is more basic t.lan that. I would hope

that, we would not. change the country team concept.
Mr. McIT-'wRE. No, sir.
Mr. FAs(EI:,L,. The question is: What, about economic reporting?

What. about the respective duties of the economic counselors--the
economic section of the embassy-and what. the commercial attache
is goirng to do and whom he is going to do it for?

Mr. MCTNTYRE. Again, that economic reporting function remains
in the State Department. I think the commercial attachds will have to
work very closely with the people in the embassies who provide the
economic reporting functions,. just as the agricultural attach6s do.

Mr. FASCEr,. Let me ask you this. Does linthat commercial attache
have one boss, two bosses, or three bosses?

Mr. McTNTYmE. The commercial attache is responsible to the Sec-
retary of Commerce.

Mr. F.ASCELL. And he is responsible to the ambassador.
Mr. MCINTYRnE. I am getting to that. That is the primary line of

atithoritv. Since that attach' works in the embassy or mission, that
attacheb would be subject to the overall iurisdiction of the ambas-
sidor. jnst. as the agricultural attaches are and just as other per-
sonnel who represent other departments of this Government in foreign
countrieos are.

Mr. FAc.EI -.. If the Special Trade Representative has an export pro-
notion policy lead responsibility, according to the plan. the imple-
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mentation of that, however, is the direct responsibility of the Depart-
ment. Is that correct.

Mr. McI.TYRr.. That is correct.
Mr. FASCELL. And overseas, that would be the responsibility of the

commercial attache. Is that the theory t
Mr. McINTYRR,. Yes.
Mr. FAcrELL. What. other agencies would have the responsibility of

carr.ing out the Special Trade Representative's policyv decision on
export. promotion or trade?

Mr. MCTNTYRE. First of all. T think we have to make it clear that we
are not talking about unilateral decisions. W'e are a part of a big gov-
ernment, and there are many responsibilities that affect our trade
policy and trade negotiations that have to be carried out by other
agencies. In the financial area, Eximbank's leading policies have an
impact on trade; the same is true in agriculture.

Mr. FASCEL. I understand that, but I think you misjudge which
direction I aml driving at.

In the Eximbank. the Special Trade Representative is going to be a
nonvoting member. He could get that information by telephone or by
sending someone over to pick up the material: he does not have to sit to
be educated with a nonvoting membership. Sitting on the OPI--
Overseas Private Investment Corporation-Board, which has a direct
trade policy investment, he is going to sit there as vice chairman and a
voting member.

All I am concerned about is this. You are giving this Trade Repre-
sentative all of this responsibility. as laid down in this plan, andi he is
running iup against a bulwark of people in other agencies, which is
standard. hilut he has additional and new responsibilities.

Mr. McITNTRE. Yes, and we are going to give him additional per-
sonnel to help him carry out those responsibilities.

Mr. FASCVEm. T believe you. but. T just want to be sure that the aiuthori-
ties outlined in the plan are clear and sufficient.

For example, he is going to lav out the policy on enforcement of
antidumping and countervailing, but the Department of Commerce is
going to decide whether or not. they will actually enforce it. What good
is the policy ?

Mr. McIaTYRE. I think the policy is very good because, if the Depart-
ment does not follow the policy, then the Trade Representative, being
in the Executive Office of the President. can insure that there is some-
thing done about that issue.

Mr-. FASCELL. OK. The foreign policy aspects of that particular
problem have to be fed in at some point in the policy decision being
made by the Special Trade Representative. At some point. the foreign
policy impact of that decision has to be made.

Once that is done, what is there left for the Department of Com-n.
merce to decide, as to whether they are actually going to earry out the
enforcement

Mr. MCINTYRE. First of all, the example that you are using--counter-
vailing and antidumping-is a unioue, special type case. They involve
the adjudicatory responsibilities that the Department will have to
carry out.

I think there will be plentv of room for the Department to exercise
their responsibilities and some (liscretion within overall trade policies.
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They will be, dealing with individual cases and will have to follow tip
on colmplainti, investigate tlhos conmllaints. and minake decisions with-
in the overall olicies that. luve been establi.lhed !by the Trade Repre-
sentative. Obviously. the ('ongress also hals established those policies
through ,legislation.

Mr. FAscF.lI.. Let IF pursue one other aspect of this matter. and then
I will be through. Mr. (Iaiinman.

I just want to get into the investment resl)onsibility of the Special
Trade Representative. He hias the policy responsibility, and you put
him, as I understand it, on the OPIC loard as a voting nmeiber. Is
that the extent of overseas investment responsihilitv that is envisioned
by this plan

The D)epartment of Comineere has some responsibility. and I am
talking aboiut the whole concept of export and investment.

Mr. MCTIsTyRr.. After consulting a great (leal with Members of the
Congress, it was our conclusion that to have an effective trade policy,
the Trade Representative had to have some link to tahose agencies that
have investment responsibility.

We would expect the Trade R1lpresentative to play a role in the
development and coordination of IT.S. policy on direct investments.
tie would do this through the relpresentation on those hoards you
mentioned.

I do not think we cmn exl)pct. the Trade Representative to do the
job that those boards were created to do. but I think thie Trade Repre-
sentative's advice, his knowledge of what is going on in other areas
that have an ianlact on investment and financial matters, and his
ability to blring information to the memlbers of these boards will help
coordinate these policies better and will provide the communications
andl the linkage that I think are necessary to have a coordinated
policy.

,Mr. FARCE.I.. How do you, or OMB, see OPIC at this point in terms
of overseas investments? Wlhat is its principal function?

Mr. MCINTRI:. You ask how OMB sees it. Let ine give you a little
background on that, and then I will tell you 'how we see it.

There is a divergence of opinion as to whether OPIC is a develop-
ment agrency or an investment agency. We tried to deal with this issue
in the IDCA-International Development Cooperation Agency-reor-
ganization. Our judgment was, based in part on the strong feelings of
Members of the tIouse, that we should leave OPIC in TDCA as basi-
eallv a development agency.

Obviouslyv, OPIC does have a trade focus. too. We, therefore, de-
cided that, in order to provide that linkage, the Trade Representative
should be placed on the OPIC board.

Mr. FAACEIL. T do not have any objection to that.
Mr. MC1 N-TY1E. Good.
Mr. FASCFL, I. I am .rlad you finally got around to talking to me

about it.
Mr. MCTNTYRE. Mr. Fascell. T thought we talked to you when we

met with Mr. Bingham and others about that issue. T thought you
were there that afternoon.

Mr. FAsAeC.lr. Mavbe vou can jog my memory a little.
But why not make the Special Trade Representative the chairman

of that board? You would still give it developmental responsibility.



'74

It would not hIurt. anything. Yot have already given him a vote so he
Ihas the responsibilitv.
But T think we are re going to lhave to clear up just what OPIC's prin-

cipal mission should lie. I do not see why you cannot just say it is
)asically an investment operatnion withl developmental responsfibility,

rather than a developmnental organization with investment, responsi-
bilities. It may e senmantic to some people. but it seemns rather im-
portant to the lIlsinvcss comiliilunity. and lperhaps we ought to get that
settled if there is sonie wayv to do that.

Mr. McINTTYRn. MMr. Fascell. after reading the amendments to the
organic act of OPIC that this Congress passed in 197f, we decided it
just was not necessary.

Mri. F.%sc.:L. I did not. unillestand hlilml to say that.
fMr. BRooiKs. Do vou think that the Special Trade Representative

will have sufficient inlput in that capacity?
Mr. F.s .;AiE.. ONIB obviously thinks so.
Mr. M5fcINTYRE. Absolutely. Mr. Chairman. We think the Trade

Representative. as a representative of the President, being of Cabinet
rank, having an office in the Executive Office of the President. cer-
tainly will carry 1he weight and (ltout that is necessary.

Mr. llhW;Ks. I thlinl, tile lmajorit of NfMembelrs of the Congress. and
tihe Amnericiimn p1eole are a lot more interested in develop)ing ways to
expandl our trade and I)rofitably export oulr products, and are a lot
moilr interestedl in Ixerfecting tilat. mIechanisi than they are the mnecha-
nism for giving it away to anlybody.

IT (o not mean to le parochial and narrow-mind(le(l I would like to
give away n lot of things if we had plenty: lbut until we have plenty.
I am not for giving away anything. I would rather constrain our meth-
oels of giving it. away andl spend most emphasis on how to make a lit-
tle net return for Utncle Sugar.

Mr. TCINsTYnRE. Mr, Chairman. we met with Mr. Zablocki's commit-
tee, and I think that is when I had the previous convers-ation with Mr.
Faseell about OPT(IC and its role.

I think there is a (livergence of opinion in the Congress over the role
of OPIC. What we lhave tried to do is abide by the law that you have
passed.

Mr. Fascr,L. fMr. C('hairnmn, I have just one other question on that
point. And then I will be through with riding this horse that has
worked up such a lather.

One of the problemis is that the v;ice ehailrian uni(ler this plan is of
Cabinet, rank and the chairman of this board is not.

Given tle fact that. already under the circumstances of this plan the
Snecial Trade Representative had better get. himself a better ball bat.Ne is going to need everything lhe can get in order to carry out his job.
This is just one more little thing that gets in the way.

Thank you, Mr. Chairman.
Mr. BRooKs. Mr. Stangeland, the gentleman from Minnesota.
Mr. STAN'OEAND. Thank you, Mr. Chairman.
Mr. Mcintyre, does the present Special Trade Representative hold

Cabinet rank t
Mr. MCINTYRE. Yes.
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Mr. STrANarLAND. On page 11 of your testimony dealing with cora-
modity policy, it says that "The Trade Representative will coordinate

T.S. Clovernment commodity policies in the international arena. These
responsibilities now reside with the Il)epartment of State, which share
them oil agricultural commodities with the Department of Agri-
cultutre."

On agricultural commodity policy, will the Department of Agri-
culture have the same input under this plan as they have presently
with the Department of State, and will the I)epartment of State
still participate in agricultural policies with the Special Trade Rep-
resentative ?

Mr. McINTYRE. Yes; Agriculture will have the same type of re-
lationship and input, and the State Department will also have a
role to play by providing input and information to the Trade Repre-
sentative in this area.

Mr. STAx'ELAND. DO you visualize some diminution of State's au-
thority in agricultural policies, or do yo:i see much the same role as
presently exists ?

Mr. McINTYRm. The Trade Representative will be given the respon-
sibility for negotiation-trade negotiation. That is clear. However,
the State T)epartment will continue to have people on its staff de-
veloping information that will be essential for any type of commodity
negotiations. These people will support the Trade Representative in
(.arrying out his resporsibilities in this area.

In addition to that, as I said earlier, I would envision one of two
approaches being taken: One, there would be a team approach in
which representatives from the Agriculture Department, the State
Department, and the Office of the Trade Representative would work
together. In other areas, I could see where the Trade Representative
would delegate his responsibilities, perhaps, to individual departments
to carry on some of these negotiations.

Let me make it clear that the Trade Representative is the individual
who will be accountable for trade negotiation.

Mr. STANOGEAIND. Could we assume, under this new setup, that the
Department of Agriculture would play a stronger role than they
presently play I

Mr. MCtINTwYM. It is hard to say. Stronger relative to what? They
play an important and a significant role now. I think they will play
an Important and significant role under the reorganization.

Mr. STANOELAND. In the last round of negotiations, they played a
more significant role than they have been allowed to play in past
negotiating rounds. I am just concerned that Agriculture keep a strong
role in agricultural commodity policies.

Mr. McINTYzE. What we are doing is building on that experience
that we developed in the MTN negotiations. So, I think that those
types of relationships that were developed in the process of nego-
tiating the MTN agreement will be fostered in this new organizational
arrangement.

Mr. STANGELAND. OR.
On page 15 of your testimony when you talk about the operational

focus of the Department. of Commerce, you say, "The plan will make
the Departrdiht of Commerce the operational focus for the adminis-
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tration of laws amnd progrms affecting nonagricultural impolrts and
exports."

ho has tIhe operatAional focus for tile ad.ministration of laws and
programs affecting agricultural inlports and exports ?

Mr. MCINTYRE. Thle Agricultuire l)epartment.
Mr. STANOELAND. Thle Ag'ielitunl, Il)el)artMltent wouild have that?
Mr. MClIsTYnr.. That is correct.
Mr. ST.\NOEI.\ND. I have one lant question.
Dealing withl the (luestion of conmniercial and agricultiural attaeh6s

in an embass orl01 a mIi:;sion(, wOihl it IH possibile to have both a com-
niercial andl agricultural attacth.? If so--and I considerl agriculilture
to l)e commerce-is thlere a clear line of division of reslxllsibilities
for those two attach&ls, or is there a possibility of sonie plIolbleIlms?
Wlhat is the line of althority there? l)oes tlhe agrilcultural attaehle
work directlv with thle anll)assa(dor and then with the I)epartiment of
Agriculture, or (oes lie have to ,o through the commercial attachle'?

Mr. McISTYIq. Y I'I[ere will ix agriculltlial nttachl&s an(l couimnlercial
attach6s in embassies and miissions. I do nuot thlink there will Ie any
probleml; there is no probleml now in those areas where we have agri-
cultural atttalUhs an(ld colmmnlercial attach6ls. I dlo not see why this
orgaanizational change woulld create anvy prolltlnis in those i:reas.

Mr. STN(IEIAND. I guess Imy quIest io is not so Imuch ill regard to
the concern that tifs programl could create at problemn; I ail just
curious as to the present an(l future relationship in that situation.

Mr. MCINTYRE. T1he relationships wotul( l)asicallv be the sallme ex-
cept that the commercial attaches would now be responsiblle to the
Secretary of (onnlxerce instea(l of thle Secretary of State.

Mr. STi\NOELAN,. I am also interested an(t concernedl, as tile chair-
man and Mr. Horton are, in the staffing. I see now that the Special
Trade Representative will have at snill staff lxrmanently in Geneva.

What is going to be required, as far as personnlel are concerned, with
this new reorganization plan? Hlow many additional personnel are
we going to need to do the job properly?

Mr. MCINTYRE. We will try to get as munch of thll informllation as
we can, as definitively as we call. We will certainly give you some
ballpark figures and parallmleters so that the chairnlan can get this
plan through the CongreE3.

Mr. STANGELAND. Thank you vely much.
I have no other questions, ,Mr. Chairinan.
Mr. BROOKS. Thllank yot velry much.
The gentleman fromnl Georgili, Mr. Levitas.
Mr. LEVITAs. Thank Vou, Mr. Chairm1an.
Mr. McIntyre, just to save a lot of time, I would like to say that, the

points and the line of questioning purllled by my colleague, Mr.
Fascell, ahlmost identically replrsent my point of vie w, and I will not.
go over the same ,ground that lie did, except to say that I associate
myself with the points and the thrust of his plosition.

I want to commenld you for the reorganization plan, at least itl
certain particulars. Clearly, vonl have taken into a(conllt the results of
the last Ihearings we hnad on this matter, nnd youlr )lan, at least insofar
as the Department of Commerce is concerned, I think, responds to sev-
eral rel)orts issuled by this subcommittee oil those specific problems. I
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think it. will lead( to great iml)rovement in the implementation of trade
policy in tile actual trenches abroad.

My major concern--andl I do have a fundamental concern with this
pllan-is tile feeling that we are still dividing plolicy froln inmplementa-
tion of plolicy, withl all the attend(lalt eonlselenlee that t )ohicymnakers
have in forl';ulating policy but leaving it to soIIel<)dl else who has the
responlsibility for carrying it out.

lWhat I see. hapll)enling here is this: YoI are, in flleet, proposing the
creation or the establishment of a two-headed Cabinet department,
one calledl tile U.S. Trade Replresentative and( tile other called the
Secretary of Comnllerce. They are both (lealing ill the samle subject
matter, but one hlas the fun of inakin- all these Ilacrolpolicy decisions,
and tile other ]head of that D)epartmlient is goinag to be charged with the
resp)olisii)ility of iml)lemlieliting thlenm. 1 just (lo not think that is going
to work. I tilink we nee(l to bring thlem all together rather thlan frag-
ment tlemn in tihat way.

Mr. MNICNTYRE. Ir. Levitas. this is an issue that we have studied
very seriously; it is not something we have talken lightly in putting this
plan together.

Let 11(e make several loints. First of all, thlere is a plrecedent for this
type of structure called the National Seclu:itv (Council. Tliat orga-
nIization. basically. p)ovi(les thle overall 1 policy ial(ewoik on11 national
security issues, and they are executed by various depataments such as
D)efense nt. :Treasy'v., and others.

It was our judgment tilat it woul(l be virtually impossible to create a
d(lepartlent or all agency that c(oul'0 ellcompll)ass all the multifaceted
trade interests that currently exist ill the Federal (lovernmient. Even
if we were to put a large percentage of those interests in a department,
we have foundl-and I klnow you know this to be tlrue-that it is just
unrealistic to expect one's p)eers to be able to hmailller out andl nego-
tiate contsensuses.

So, we felt it was importanllt that the rade policv be developed in the
Executive ()ffice of the Presid(lelt by an individuall whlo lepresents the
President, sp)eaks for thl President, and ihas the final say-so on trade
policy.

AMr. LVIT\As. Let mine interrupt yotu at that loiiit, if I mnay. I (ldo not
want to break your train of thought. I3ut one of thie things I keep hear-
ing is that tradle policy is so important thiat you need somieone in the
Executive ()liee of the lPresidenit who speaks for the Presid(ent and has
access to tile President. I thought that was what a Secretary of a de-
p)artment would dlo--speak for tile President and have access to the
Presidellt.

Do people in the Executive Office of the President speak for the
President more so, say, than the Secretary of State or the Secretary of
Commerce ?

Mr. MCINTYRE. You have anticipated the third point I was going
to make.

Building on my first point about the multiple interests in trade
matters, it was our juldgmnlt that these multiple interests require
a neutral broker. The neutral broker. in oulr judgmlent, has to be
located in the Executive Office of the President.

Certainly, a Cabinet officer speaks for the President; certainly, a
Cabinet officer has access to the President. But somewhere, someone

S7-408 0 - 80 - 6
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needs to be able to listen to the multiple interests of the various
departments and agencies thlat have anll interest in the various trade
functions of our (overnlment and come to a conclusion on what our
policy should be; if that. is unaccel)table to a Ipalticular Secretary,
then that Secretary has the right of al)peal to the President. We ha.e
found that that is the best process in the executive branch to deal
with these types of multiple interests. It works in the budget process;
it works in the National Security ('ouncil; and I think it will work
in this case. In fact, I think it is the most desirable way to deal with
the resolution of these multiple interests.

Mr. Lv.ITAS.. as consideration given, in formulating this plan,
to placing all responsil)ility for nonagriculltural, commerce, and
trade l)olicy in the Department of Commerce and, ill effect, strength-
ening and enhancing the role of the Department of Commerce,
rather than continuing this fragmentation?

Mr. MCINTYRE. We considered the option of a I)eplartment in the
Gove'rnmenlt that would have trade responsibilities-yes.

Mr. LEVITAS. 'Te linkage, in the p)lan, as I see it between the U.S.
Trade Representative and the Departnlent of ('ommerce primarily,
but also among other agencies alA departlllents in tle Government,
is this Trade Policy ('ommittee. I wolltld like to talk about that for
just a couple of Ininutes.

The nmembership of this Trade Policy (Committee, which will have
the overall responsibility for ,ormnllating trade policy, will be the
Trade Representative. the Secretary of State, tile Secretary of the
Treasury, the Secretary of Defense, the Attorney CGeneral, the Secre-
tary of the Interior, the Secretary of Agricultulre, tie Secretary of
Commerce, the Secretary of Labor, the Secretary of Energy, the
Director of ONIMB, the ('llairman of the Council of Economic Ad-
visers, the .Assistant to the President for Nationll Security Affairs,
and the Director of the U.S. Inllternational 1)evelolpment Coopernation
Agency. That sounds like the Cabinet. Whollm did we leave out?

Mr. MCINTYRE. It is tile Cabinet, plus.
Mr. LEVIT.A. What happened to Neil Goldschlmidt? Why did he

get left out of this ?
Mr. IMcINTYRE. I cannot tell youl.
Mr. LEVIT.\S. IS not. transpol)tation anl integral part of it? You were

talking about shipping, rail-
Mr. IMcINTYRE. Shil)lpilng is wit l the AMaritime Adminiistration,

which is in the l)epartineu oof( 'onmmerce.
Mr. LEVITA\S. All right. You are going to reorganliz that l)retty soon,

are you not /

Mr. McINTYIE. WVe have not. recommllended any reorganization.
Mr. LEVI1rr\,. XYou are talking aboullt air transportation: you are

talking abojwtdomestic rail transportation. You have the Adviser on
NationMal ecurity Affairs.

1Vr. McINTYRE. For the foreigll policy in-plications of our trade
policy, that is correct. Tile HEW Secretary is also not on it.

Mrl'. LVITAS. 1 can unlderstand that. I will acceplt thllat.
Mr. McINTrYRm. Excuse mne-also the Secretary of Edulcation.
Mr. LE;VITrA. The Secretary of Healtll and Welfare.
Mr. MCINTYRE. Health and IHuman Services.
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Mr. LEvrr.\s. My point is tlhat I do not ianderstand wh)y you have
eliminated tile Seeretilar of TraInsl)ortatiol.

But tile other thiing that eOn(ern( s mll is tiLis. Anid I (do not nmean to
)o C'ylli'al 1'or peimisti'c. If this TraI' e 'Policy (C'ollllitlte, is ereatC(l
and next. year at thlis time N e wiave oversighlt hlierillgs. I (lare say that
you will Ileport that there has IL:ee onlle ineting-nialvbe--of tilis Pol-
icy Committee with those leople tlhere. T''lis looks like an invitation
for letting stat:' set tradle policy. 1 lo not see lIese people getting to-
gethler and studying trade lolie v : ! (lo nlot see tilis l'olicy ( 'omnillttee
meeting. That 1has )beenl tile expl)rin('I e i tihe lpast with otiher similar
organizations.

IIow 111aly tilnmes Ila. the (Concil i on l'Wage and Iice Staility-not
tie p)eole who work tl here l),t tl, ve'ry imllipressive group of members
of the ('louncil-met ?

IfMr. MCIN,'TRnE. Ver( seldonm.
We woni(l envisieon this commiiittee workiing to ad vise tile Trade Rep-

reselntative on tral(le )olic\ issules. It Iworked qlulite wvell (luring the
MTN. In fact. that is what this is I)asel on. These l)people. with a few
exceptions, art basically thie sanme Innl)lers tllit functioned ol tile
comillittee as the MTN w\as I) illg negot iated.

Mr. LEVITr\A. IBut in tile (cast' of NI1'S. yVo(l had a sillgle Illission that
had lighl priority, that denmanded a foculs of attention at tile higihest
level i) tile )eople youil anr talking ab)out onl tlls commlittee.

In the ongoing andll roltille (le(' ol)lh(lent of ilil)ortant rl(l(ade policy.
whlat I antl suggresting is thlat thle existe(n'e of a c0)llililitte'( of tisli sort
is goingl to. mleces:sar i Iv. I) t ull nl (' i' t o opermlt ing r st aff andl the for-
muilationll of p)olicy wvill not--

Mr. c lxINvmt:. Th'1'at is tihe error in ' oi r liii, of thin king. This coni-
mnittee do:s inot. formulate po1)0licy: t his is 11a adlvisorn' comniiittet to tihe
Trade elreetalt ire. alid tlhe lra(le Rel)Iresent aItti(e is resp)onsil)le for
trade )polic:,. It is specifically so (lesiginetl lbecause of the questions that
were raised in oui* discussionls with tile Collgress al)out tle role of this
commillitt ee.

The staff, ill this tpVle of situnttion, wvill not l)e dictating trade policy.
Tliat, is thle responsibility of tile Trade lRepresentative.

M r. LFEVITAS. OK.
Let. 11e ge't Iack to tile questiion tlhat is really blothering Ine Imost.

Imasilc'aliv. ( )mle of t le t is tli tin t llis whole reforumilation deals wvith
is low '-a we\( iNiimprove our forelgim tra(le Tlhat is tlke bottom linlc.
Tlhere omre soie other invol vllenmlits-tlhe CVD-counterlvailing lduty--
the llmollit oriigr of tile MTN. atid all of th lat. That is all very imlportant.
but what we are reialv tryillng to anc'(om)Ilishl is a greater sliare of gloss
national plroduct tlerive(d I'rolil ftoreigln tIrade.

That respm. sil)iilitV. ais I svee it. lies witli the Department of Com-
muerce. Is that tlhe A?,''' y\ou1 see it ?

Mr. AMCINTYR-e . I am. sorrv I miisse(l your question. Would you please
r'epQeat it ?

Mr. . The develolllIment--the actual nuts and bolts of how
we. get the widlret m11:'uifactulrerl ill Wichilta, alans.. a imedlilum-sized
business, to b)e ablle to find out there arl export opl)ortunities and get
those widlgets on the lnlll rket in (Gernraunm or Ilwherever-that responsi-
bility will lie with tile I)epartmient of CommiIerce?
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1Mr. MCI NTYIn .r'liat is correct.
T1Mr. ,IT.\S. 1OK.

I Iopefully. thle I)lepartllent of ('olilnerce will sulbstantialiv implirove
its outritealhI :alilitv ill tilt( regqiollal ollices where tley are nol it (loilng
at. very' g(lH)d jol to;dlay and l trllsnillit tlett eo I let xo)l; ill til' eimbaissy
lt B;oln. m1li so eil'l..l y o t'ii will get '1 effectivtct ire progralll. not

a "'Mickev Mlolv-e pljrogram. of tr tde lea;s. andl it will comite I)el;k.
.ll of tlhat is all i h, mpelle ntilttion-a:s I see it-of tlie trade policy

wilj(ll til, I h ;etl' t lresett lt ie is jgoing to Ip estaiblisinitijg.
\\'llenl solil'tlillg g(ws \awrV. whose rlsponsllil)ility is it ? l\to1011 (lo

e caIll ?
Mr. ,McIx'rl-IE. It dpelie(ls o wlliat voil priol)lemil is. If your prol)-

lelin is tihat yon (lo not tlink i ' ollr (collstitilenlts whlo watl to get into
eXl)(i Illarlkets are eilln Serv Ioperl)y . tilen youll ollughlt to call tlhe
Secretarv of ('olilllnteree. If yoII tllihik tlie I-.S. triade poli y1 is in(or-
reet., yol oulglit to (call tle 'I'rle Rel')esenltat ii e.

I tilink it depelnds oni thile issue.
JlMr. Lvrr.xs. (S':all trade Ipoliey. as folrmulatt ted )by tilhe UI.S. Trade

Relpresenitative. I ilieanlingfully foniilatedl. not abstractly withi a
lot. of economicii theories but real istiealiv. witioulit a "hanllds-on!' in-
volvemilent ii tile ill)lemlientation of that policv--the feedlaek,li. the
un1lderstanuling of what really lallells. not in thiose great ineotiations
that. occur in Geneva. Tokyo. anl otlier places, biut what is actually
hapl)p1en gi in termits of i lt)lelliet it i g thllesit ?

hMr. fMINTvII . 01l( of thle respIOnsibilities of the Tradel Represent-
ative is to look at what is actually goilng on--what laws we hiave
that might., hIave Soile imipact onl our tradle position-and to l(ook at

Wys we (21n iiilrove t lhe administ ration of our trade policy.
I think the 'I'rad(le Relpresentative ean (levelol) goodl policies nlid(el

those tvl)es of circtilllstaflles. lBu1t volt nalso iave to runiieber t-liat tilhe
Trade 'Relr'es(entative will be calling 11po1 1 and using resotlilces anlll
inform(Iation develol)edl i)y tie aelies tlhat (lo lave tile "hlands-on"
exp)erience. We hav e to kee) tihat in imiind.

If what. vou ire sulggesting is that we need a sulper agency to conm-
bine all the, trade fl:nctions in this Government. Mr. Levitas, I think
we have alreadly seen what lnappens whlen we try to have super agen-
cies and give thenl responsibility for everything.

I think that where we can establish a Government policy, and
where we can have accountability for tlhe implementation of that
policy, we see that type of process and structure work better thtan
where it was all put into one big agency with one hiuge bilrealicracy.

AMr. LEVIrT.\S. I lidlerstand thiat. I still get the sense--and this may
be a legitimate reason--that the reason this type of st:iucture is being
proposed rather than making the Departiient of Collnierce the De-
partment of Commier,;e and Trade is tliat. pragmatically. tile STR,
as you say in your testimony, is a unit that has proven itself in the
policy and negotiating arenas and has won tile confidence of a sub-
stantial majority of the private sector and, of course, of foreign gov-
ernments as well. I think it is basicallv this pragnilatic decision which
has prevailed, rather than the idea that there should he a Cabinet-
level agency dealing with commerce and trade, without the fragmen-
tation.
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What I think is going to happen after the very able people such
as Mr. Strauss and Mir. Askew and yourself and tMs. Kreps are no
longer there is that you are going to find out there is fragmentation,
anc there is going to be a great dleal of slippage between policy and
implementation. As Mr. Fascell points out, with tile new responsibil-
ities tllat are being given to the Trad:lle Representatives, you are
going to find out that lie is going to have to spend half of his time
butting up against three or four other bureaucracies rather than
hlaving control over tllenm. But that, I sulppose. is what we have to be
addressing in the next few days, lMr. Chairman.

Mr. MICINTYRE. I would like to make just two points in answer to
that observation, Mr. Levitas.

First, you are going to inevitably have conflicts amlong those agen-
cies that have trade responsibilities because you are not going to be
able to take away. for nxample, the foreign policy aspects of interna-
tional trade. They are going to have to Ix in State; someone is going
to have to try to take all these divergent points of view and listen to
them and colle up with a trade policy.

Second, I do not think you could have a Cabinet Secretarv who
could exercise the role of a, neutral broker that we woul( envision
the Trade Replresentntive exercising, developing an(l enunciating
trade policy, and conducting trade negotiations.

fMr. Biiot;is. Thank you veryv nmuuh. Mr. TLevitas.
There is one last point I would like to suggest to you, Mr. Mc-

Intyre. That is that you consider OPIC and consider the possibility
of putting it into tlhe Commerce Departlment -here you would have
an op)tion as to lwho the chairman would be. \Yen are already nmaking
the STR vice chairman: you could have the Commerce as chairman,
or you could have the STR as chairman. It would give you a little
flexibility there. OPIC's prilnary responsibility. then, would not be
straight development, hlut they would have developmllent along with
an investment capability. They would not be in the "giving it away"
detail full time.

Would vou take a look at that? I suggest you look at it between
now and Thursday.

AMr. Mclxrny:E Mir. Chairman, I will look at it. I would remind
you that we lave just reorganized OPIC.

Mr. BRnot:K. 1 understand. But we (lid not have this progranm going
at that time.

MlIr. McIx1rYn.l:. W'e knew it was comnin- dowr. the pike.
Mr. BIRooKs. We did not knlonw it. We did not have it all laid out.

Wh-en you put IDCA togetller it was a logical thing to do-I agree.
But now that you hlave tlhis reorganization, it light be more logical
to put it in commerce.

You know what they sa:y about consistency. They say it is a hob-
goblin of little minds. We c;an cllange; it (does not have to be that
way.

I now want to recognize tile distinniishied member of the full com-
mittee, Hon. Paul McCloskev. tlle distillnlishiod lember from Cali-
fornia, who has independent and outstanding views on a variety of
subiects. I would like to recognize hinm now for his comments.

Mr. MCCLOBKEY. Thank you. Mr. Chairnman. Mr. Mcintyre. I came
over from the Merchant Marine Committee hearings this morning be-
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cause of this trade reorganization plan. I want to commend you on
it. It seems to me have the right thrust and the direction.

But you spoke of section :o01 of the Trade Act. I want to read you
subsection D (2).

Upon complaint filed by an interested party with the Special Representative
for Trade NeSgotiations. allegiilg ally sl(ch restriction. acnt. policy. or practice
tlat is discriminatory by by foreiglt government. the Special Representative
shall conduct a review of the alleged restriction. aect, policy, or practice and at
the request of thet complainant shall conduct public hearings thereon.

With respect to section :301 of the Trade Act and this effort to
upgrade the Se, ret:vry of ('ominilimrce to handle trnade plolicy, T wonder
why voll have not lip, gra(le(l the inaritiniv policy which also falls
ilnder the Seiretary of (1Comelll Ice an(l the .\ssistant Secretary of
MnaritillAe Iftanils wxho, of late. has had the sam^ problems that 1U.S.
explorters have had with for(i gn discrliination. Presently there is
no real meians for an American shipping company to complain of a
d(iseriminatory I'r'l.tice unilder ection 301. To (late, the Special Trade
Representative has never considlered tile word "practice" under sec-
tion 301 as testifying his interveintion on behalf of an American
sllilp))ing company.

I)id you consider this problem in the reorganization plan?
Mr. McIST Y:RE. We gave some consi(deration to tile area of maritime

p)olicy. Our initial (tdcision vas thlat. while maritime policy certainly
is tra'le-related. it is not so much trale-related that it should be given
some sp)ecial status outside of its current status in the T)epartment of
Commerce.

Mr. cCr'(,oSKEY. Let me quote to you from the President's message.
I tried to (ldo this in a letter to you last Friday so that you would be pre-
pared on this point. In the trade reorganization bill, tile President's
message said this:

Current arrangements lack a central authority capable of planning a coherent
trade strategy and assuring its vigorous implementation.

On .July 25. the P'resident wrote thc Merchant Marine Committee,
and he said in almost identical words:

Perhaps most importantly. the Federal Government itself must begin to address
maritime problems in a more unified and coherent way.

tMr. Mcintyre. if we nlmst address maritime problems in a more uni-
fied and coherent way, if that is the President's direction, that means
that somewhere in the Commerce Department it is not being addressed
in i colherent andl unified vay. Perhaps I can remind you of why it is
not: it is because the Federal Maritime Commission is conducting for-
eign negotiations. We have seen Chairman Bakke go to Russia; we
have seen Chairman Daschbach deal with the Koreans. Surely, if we
are to have a ulmified and coherent maritime policy, the ideal place for
it is in the Office of the Special Trade Representative.

I ask that question v'ith reason. In ,Tlfy and August. after we got the
President's message, the staff of thei Merchant Marine Committee ap-
proached tile staff of OMB and said:

What can we do in this reorganization to achieve a coherent maritime policy?
The President has said that the Assistant Secretary for Maritime Affairs will be
his primary spokesman, yet today le has no means to protect an American ship-
ping company against foreign discrimination.
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Mr. cINTYR-nE. My untlelstanding, AMr. McCloskey, is that some of
those prollelis tllat you hlave raised albout dealing with maritime policy
undel section ::01 were addressed in tile agreemc nts that this Congress
appIroved.

YoTu may want to pursue this with the Special Trade Representative.
Mir. fcC(IxOSKEY. Thle 979 Trade i a Agreements Act ?
Mfr. Ml.llsll.. r Ilv in(lerlstandinr is that section ,01 was amended

to permit tile T' ,(de Re)resentative to considler and (leal with mari-
tilme issues. Youi may waint. to explore that. further withl him.

Mr. McCiorisKIi.-. Do you feel lie should? I)o yol envision in this re-
organization that the Special T'rade Relresentative now has the mari-
tine responsibility ?

Arl'. nIINTYIIE. To the extent that tle statute gives him that authori-
tv lin(ler section 301.

Mrl. MCIC SKI:v. Whl t reaso11 is tfllere for them to continue the Fed-
eral Mlaritinie (ommiiissioni as the negotiator ?

M'. 1MCIT'SrnIE. The ell renlt statutes give the Maritimle Commission
some widesplreadl aultlolity for regulation.

Mr. MCC,LOSKEY. Regulation, yes:; utlit hat about negotiation with
foreig'n governments?

Mr. MAIXTsTYRE. T am not. familiar with the types of negotiation the
Mnaritile Commlission conducts withl foreign governments. I would
suggest that you ask the Trade Representative.

Mr. McCgosKxE. ini I correct that, as part of this reorganization.
you are trying to upgrade what is <olylniolI referlred to as tie "sick
person of tile 'abinet"--thle Secretary of Commerce ?

Mr. IM('INTrYE. IT ave not leferred to tile Commllerce Secretary as
the "sick p)erson of tile ('abinet."

Mr. MAc(C'LosiK-. T do not niean to b)e condllemning Mrs. Kreps in
any way: this was long before Iher timne whilen this designation was
created-that tile (Cabinet Se,'retar of (Commerce had very little
power andl some r,'sponsiblilitv. lBut this is clearly upgrading the Sec-
retary of Commerce, is it not ?

Mr. MCITNTYRF. T thlink it is Il)(rading the Department of Com-
merce, certainly. It is giving a department in this Government pri-
mary res)onsliil)itv for trade issues. I think that is important.

Mr. MCCl,oslEY.. Ninety-five plercent of our trade is carried on ships.
That makes the cohesion of our maritime policy a responsibility of the
Secretarv of Commerce. I am trying to find out if you even address the
maritime p)roblemls in this reorgalnization. .

Mr. McINTYt:. As I said. we looked at some of the areas of mari-
time policy. The P'resident's statement, as I recall, said that the Mari-
time Administration would serve as the lead spokesman on maritime
matters. This admninistration is in the Department of Commerce. The
Secretary of Commerce fully participates in the establishment of
trade policy as well as a member of the Trade Policy Committee. We
think that linkage is sufficient.

Mr. MCCI,OSKEY. The one thing I do not think is sufficient-and T
am quoting the President-is this. He said:

Perhaps most importantly the Federal Government itself must begin to ad-
dress maritime problems in a more unified and coherent way.

Have you addressed that point ?
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Mr. MCINTYRE. No; not in this proposal.
Mr. MCCLOKKEY. That is a fair answer. If you have not, my concern

is, how do we ?
Mr. McINTYRE. We are looking at trade policy.
Mr. MCCIASsKEY. But you know. 95 percent of our trade is carried

on ships, is it not ?
Mr. McINTYRE. Yes; l)ut there are a lot of other issues involved in

the maritime area than just trade policy: tile regulation issue, the
subsidization of the construction of varlious types of ships, and so on.
There were references in the President's stateenle to (drv bulk car-
riers. We are trying to help promote some growth in that area in this
country. There are many other issues involved in maritime policy
than just trade.

Mr. ,McCtrosyFrY. I appreciate that, but in view of the 1979 Trade
Act amendment which does give the STR some responsibility--
and, as T say I quote only the President when he refers to the fact
that with State, Commerce, Treasury, and the Defense Department
all involved with the FMIC, an indeependent agency in international
negotiations-clearly, there is need for a more coherent policy.

I just want to-if I can-hllold yourl feet to the fire a little and hlope
that we will get the same kind of reorganization policy on maritime
that vou brought forward on trade(l. \s I said, I think tile trade pIro-
posal is appropriate; I am just sorry it did not extend to maritime as
well because you have the same I)roblenl.

Mr. MCNl'TYRE. I would just rcemlphasize the one point I madle
about the fact tiha the Maritime Admillistration has a link to the
development of trade policyv through the Secretary of CommIerce.
I woll(l expect that if there are serious trade implications in tile Mlari-
time Administration's areas of respolnsiiilitv. those coull lbe focused
through tlle Secretary of ('omnrllece at tlhe Trade Policy Committee's
deliberations and be (lealt with there.

Mr. MCCLOSKEY. Thank you.
Thank you. Mr. Chairman, for the courtesy.
Mr. BaooKs. I want to thank you very much, Mr. McCloskey, and I

hope this bodes well for our maritime development because I am
mightily co!cerned ,. ith that, rnyself.

Mr. McCLosKEm. . Mavbe we should ask the witness: You are not
going to come up with cargo preference again, are you. as a means of
enhancing trade pIolicy?

Mr. MCINTYRE. I aln not awarle of any such proposal.
llMr. MCCLOSKEY. I think it was only the Secretary of Commerce in

the President's Cabinet that proposed cargo preference 2 years ago.
Mrs. Kreps may correct nme if I aml wrong, but I thouglht the other
Cabinet Secretaries all disagrleed with her on cargo preference.

Mr. BRooKs. Thank you verv much.
Thank you. Harrison; thank you. Eric. It. is nice to see you all again.
Our next witness is the Secretary of Colmlllerce, Mrs. Juanitna Kreps,

whose charm is exceeded only by her competence and capability.
Mrs. KIEms. Thank you, Mlr. Cllhairman.
Mr. BnnooKs. Slle is a respected member of the economics faculty

at Duke ITniversity, where she served as professor, assistant provost,
anid vice president. Sh,, has been Secretary of Commerce since Jan-
uary 20, 1977.
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Although she has, regretfully for us, submitted her resignation to
the President, we were particularly anxious that she come in and
testify since she has led the planning for this major restructuring of
the Department of Commerce.

She is accompanied by llomer Moyer, .Jr., counselor, who has been
with the Department since April 1976 after coming from private
practice.

Where did you practice, Mr. Moyer ?
Mr. MOYER. With a firm here in ;Washington.
Mr. BROOKS. We welcome ylou here today and look forward to your

testimny. You may summarize your statement if you would like, or
proceed in any manner that you see fit.

STATEMENT OF JUANITA M. KREPS, SECRETARY, DEPARTMENT
OF COMMERCE; ACCOMPANIED BY HOMER MOYER, JR., COUNSEL

Mlrs. KREBS. Thank you, Mr. Chairman.
In view of the time, I shall be fairly brief in summary, but I am

submitting a longer statement for the record.
Mr. BROOKS. Without objection, it will be included in the record.
Mlrs. Knli,s. It is a pleasure for Inme to 1he here to share with you our

plans for what we hope will l)e a very successful implementation of
tile administlration's trade reorganization proposal.

We in thle Colnllercce I)epartlllent have given this issue top priority
for many months and we believe that we have been able, working with
OMB l anld the STR. to develop a plean under which the Department of
Commerce will contribute significantly to the primary goal of trade
reorganization. That is. the goal of Ipro(vidilg an improved capacity to
strengthen the export l)performance and the import competitiveness of
American goods and services.

We find ourselves, as vou have noted, in a new era in trade relation-
ships. The. successful implementation of the Tokyo round 1:rade agree-
mients will move us forward to evenl greater integration with the
world economy. The IMTN will offer us new opportunities, but we shall
hlave to swork at maximizing tile benefits to our economy, particu-
larly because global competition is expected to intensify in the eighties.

In the (lecade ahead, many less-developed countries will become
stronger exporters of consumler goods and midlevel lechnology prod-
ucts. This will increase IT.S. imports, and it will also plush the indus-
trialized nations more heavily into the production of capital goods and
higher technology exports. The IJ.S. export position will be challenged
more directly than ever IH fore. Increased competition, coupled with
more open inarkets, will have a profound ,,ffect on our economy and
olur growth. International trade will become one of the major factors
affecting the performance of U.S. industry. Some industries will
prosper while others will faiter in the face of increased competition.
Therefore. howv we deal with trade gr vtllh will materially affect all
Americans.

Tlhere is a great (deal that t e can and ilnust do. What is called for is
nothing less than a complete reorientation of our thinking on trade.
W e have traditionallv treated internationil economimic 1policies. domestic
ecolnomnic 0olicies, export development policies. and policies affecting
individual industries as though thevy were unrelated. Today, world
trade has become too important to the health and growth of the Amer-
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ican economy to be treated as a separate and somewhat peripheral
issue.

Reorienting our thinking on trade policy is not easy. But if the
eighties are to be different, we must make at least three fundamental
changes.

First: We must elevate the priority of trade in the hierarchy of our
national objectives. We must follow tilhe lead of our successful compet-
itors and always keep before us the question--"How will this affect our
tradew"--lwhen we consider tax policies, investment policies, antitrust
actions, environmental and regulatory actions, and all the other poli-
cies that have a fundamental effect on international competitiveness.
Bringing this about will be neither easy nor inexpensive. Some vested
interests and some domestic priorities will need to move over to make
room for enlarged importance of trade.

Second: We have to link our trade policies more closely to domestic
policies affecting industry. We have to recognize that our competitive-
ness depends on far more than what we do at the border; that we can
improve our competitive position only if we improve our technology
and our pace of innovation, our investment in plants and equipment
and, hence, our productivity. Our trade policy thinking must reflect the
fact that trade problems are industry problems. Our failure to address
them as suchl is partly responsible for our inability to deal with the
trade challenges of the past two decades.

Third: 'Many businesses need to reorient their thinking, for many
businesses, and Government too, have focused their energies on the
domestic economy. Too often, import competition has been taken
lightly and expoit. markets have been ignored. But we are no longer
an insulated, self-sufficient continental economy, and we must not con-
tinme, to act as if we were.

With the increased openness of markets resulting from the multi-
lateral trade negotiations and increased competition in the eighties,
UT.S. business will have to find more of its sales growth in foreign
markets.

The Governnment. can help, particularly by removing obstacles and
disincentives to increased export efforts. The Department of Com-
merce will be devoting increased attention to identifying obstacles to
export expansion, calling them to interagency attention, and searching
for ways to remove them. The Government can also increase its efforts
to help business locate and exploit export opportunities, to insure ade-
quate export financing, and to obtain fair and open access to foreign
markets.

For our part, reorganization of the trade functions with Govern-
ment is the vital first step in improving the export performance and
import conlpetitiveness of American goods and services. If the reorga-
nization is to be successful, trade responsibilities of Government must
be centralized and streamlined.

I shall omit, Mr. Chairman, describing for the subcommittee the pro-
posed structure and division of responsibilities. A brief description is
included in the full text, which has been submitted.

In addition, the detailed departmental reorganization plan has been
submitted.

I would like, however, to comment briefly on that part of the plan
providing for improved industrial analysis.
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Increasing the vitality of domestic industry is the only way to meet
international comnetition. A wide variety of Commerce and other
agency programs are directed toward this objective. However, there is
a compelling need for the Federal Government to develop a stronger
and more comprehensive industrial analysis capability.

The Department will be taking several steps to strengthen its re-
sources devoted to industrial analysis. The cornerstone of this up-
graded capability will be the new Bureau of Industrial Analysis.
Located in the Chief Economist's Office, it will be modeled after our
highly regarded Bureau of Economic Analysis and will provide up-
-graded and higlly professional industry analysis to serve the needs of
government policymakers and industry.

In summary. kMr. Chairman, by consolidating trade operational re-
sponsibilities in the Department of Commerce and upgrading our sec-
toral analysis capability, the administration's trade reorganization
plan draws ulpoll a major (lepartlnental strength-the ability to link
trade to policies affecting domestic industries. Trade problems are
industry problems, and until we address them as such we cannot expect
a fundamental improvement in our trade performance.

To meet the challenge of the eighties, we must coordinate our efforts
in such a way as to gain maximum advantage from the ITN, and
adopt measllres that. will help UT.S. industries to increase their
conmpetitiveness.

The reorganization provides the essential ingredients: a higher
Government-wide priority on trade: concentration of nonagricultural
trade implementation responsibilities in one department; clearer
channels for future trade policy decisions; and a heightened attention
to the analysis and solution of the problems facing I.S. industry.

The reorganization will result in a considerably strengthened De-
partment of Comnerce--one well equipped to monitor and enforce
trade rules in a manner which will protect IU.S. rights while insuring
that U.S. obligations are carried out; and one better equipped to
promote, foster, and develop the foreign trade of the United States.

Thank you, Mr. Chairman.
Mr. TBhooKs. I want to thank you very much, Madam Secretary,

for a very excellent statement. I enjoved' it; I agree with it; I think
it is It fine statement; it certainly is a blueprint for progress for
American industry and products as they relate to our foreign trade.

I have a couple of questions I wolld like to go over with yoll.
The plan calls for the transfer of trade promotion and commercial

functions performed in full-time overseas positions. Do vou know
how many positions will be transferred to Comnlerce? Nould you
give us, for the record, a list of those countries affected by these
transfers?

Mrs. KIREps. We will provide that for the record.
We are, as you knoow, transferring all full-time commercial officers.
Mr. BROOKs. We will need that for the record by Thullsday. I have

the list here, but they need to clear it with OMB. I am sure you can
get that resolved.

Mrs. KnEPS. Yes, sir.
Mr. BROOKs. Witllout objection, it will appear in the record at this

point.
[The material follows:]
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QUESTION: Under the reorganization plan, all full-time
commercial representation positions are to be trans-
ferred from State to Commerce. In which countries
are these positions located?

ANSWER: The countries in which the 162 commercial positions
are located are listed below. There may be a few
variations (principally where political considera-
tions override commercial considerations) in the
final list of locations where Commerce officers are
posted when the reorganization takes effect.

Canada
Japan
West Germany
United Kingdom
Mexico
France
Brazil
Venezuela
Italy
Saudi Arabia
Australia
Netherlands
Belgium/Luxem.
Korea
Switzerland
Spain
Argentina
Hong Kong
Nigeria
Sweden
India
South Africa

Colombia
Singapore
Indonesia
Ecuador
Israel
Egypt
Norway
Chile
Greece
Turkey
Thailand
Peru
Yugoslavia
Malaysia
Denmark
U.A.E.
Austria
Panama
Guatemala
New Zealand
Algeria
Pakistan

Finland
Dominican Republic
Portugal
Costa Rica
El Salvador
Iraq
Honduras
Bolivia
Morocco
Zaire
Ivory Coast
Uruguay
Liberia
Ghana
Iran
Kenya
Nicaragua
Czechoslovakia
Hungary
Poland
Romania
USSR
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Mr. BRooKs. W11hat will be the criteria used for determining which
new posts in overseas countries will be assigned commercial attaches?

Mrs. KREPS. Within the overall constraints of the total number avail-
able to us, we will make the decisions how to allocate them on the basis
of our best estimate, in general, of what the market potential of the
different countries is and whllat the industry needs are in meeting that
potential.

The basis, in turn. on which we would estimate those two functions
is the question of the requests for information that we get for overseas
trade, the total present U.S. commercial representation in those coun-
tries, total manufacturing exports, and other criteria of that sort.

Mr. BROOKS. What relationship will the commercial attachrs have
to the American Ambassador, and will the Ambassador be involved in
developing markets for American goods and services I

Mrs. KREPs. As Mr. Mcintyre explained, the commercial attaches
will have a reporting responsibility to the Ambassadors. They will,
of course, be hired by us and trained by us. But within the mission
overseas, there will be a close working relationship between the com-
mercial attach6 and the Ambassador.

To turn to the second part of your question, we would expect the
Ambassador to continue his commercial operations abroad and to give
us the resources and his efforts in that regard.

Mr. BROOKS. What do you intend to do to insure that the commercial
officers of the Department of Commerce are responsive to the lead role
of the Ambassador as chief of mission for the United States 8

Mrs. KREPs. The staffing patterns and position description, the
organizational structures within the missions, will continue to provide
that this reporting responsibility will hold.

Mr. BRooKs. And the reporting that you have already mentioned.
Mrs. KREPS. Right.
Mr. BROOKS. The commercial attaches of the Foreign Service now

consider themselves as part of a rather special corps. How do you
expect those who will be performing trade promotion and commercial
functions for the Commerce Department overseas to perform these
goals ?

Mrs. KREPS. Is the question how we would o-ganize them ?
Mr. BRnoos. Yes. How do you expect to organize those that will be

from the Foreign Service if they are going to be performing trade
promotion and commercial functions for the Commerce Department?
Are you going to have an indoctrination for them ? Are you going to
have a little visit with them? Are you going to explain to them that
they are getting out of their striped suits and into their working
clothes ?

Mrs. KREPs. These are very professional people. We would expect
them to make the decisions about the striped suits, but we would
indeed do a training and indoctrination, if you would, on the com-
mercial aspects of their posts. They are not unfamiliar with that but
their different responsibility to the Secretary of Commerce would have
to be laid out in some detail.

Mr. BRooKS. And you are going to work on their personnel system
so that their benefits are commensurate with those of the Commerce
Department and the State Department when they are performing the
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same function there? You may have to take a look at that because
bureaucrats are very sensitive about those arranlgements.

Mrs. KREPS. Yes.
I think vwe have come to a satisfactory resolution of that. Perhaps I

could ask Mr. Iover to slenak to that. for jIlst a mllomllent?
Mr. BRooKS. AiM. Mover?
Mr. MoyEn. Mr. . (liairiman. we Ihave reached agreement with the

State I)el)artlment oil a numl)ler of the issues you raised, including the
q(uestion of privileges and li neellits. Unlder the new Foreigin Comlumner-
cial Service, those privileges and l)e1elfits will le ee 9livalent, fromil the
question of diplolmatic passlorts thriough all of ihe administrative
questions, so that at tranlsfer fromil the Foreiign Service an(d the State
l)epartlmelnt to the IForeig ('i Iommi ercial Service would not entail any
penalty in terims of those Iellnelits.

Mr. BinooKs. Mr. M'over, will the commercial officers who move from
State to (CoiimmIerce be gien n oppl)ortulity to returln to State if they
desire? If 162 positions. roughly, are (liminated from State, will that
not greatly limlit the albilitv of State's capl,acity to accel)t the return
of those officers?

,Mrs. KIIE;Ps. Tllhey will )e allowed that privilege. Mr. Chairman.
Tllere 16are 2( positions, as You ind(icate.

It is not omr thought thalt this Avould create a difficulty for the State
I)elpartilment becalise they w'voull Ie l)!lase(l in over a transition pleriod
of several years as tleir jol)s wimll( dovwn. 'I'l.erefore, we would expect
tile State p)ersonnel systeml to b)e able to al)sorb theli in this gradual
fashion.

NMr. ll1novos. W\onld vol providle for the record any projection you
have nade onl attrit iol-projected attlition--oer thle l)eirsonel in-
volved ?

Mrs. KERIPs. Yes, Si'.
MIr. B3Roois. Without objection, it will al)l;ear in the record at this

poilit.
[The material follows :]
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Attrition Question

Answer

Under the Reorganization Plan No. 3 and the Memorandum

of Understanding between State and Commerce, approximately

162 Foreign Service Commercial and Trade Promotion positions

will be transferred to the Department of Commerce.

Of these 162 positions, 30 are currently filled by

Department of Commerce employees serving at overseas missions,

or are vacant. It is the remainder, or roughly 130 Foreign

Service Officers of the Department of State who are the focus

of the attrition question.

Sixty of these 130 Foreign Service Officers are eligible

for reassignment in calendar year 1980. The agreement between

The Departments of Commerce and State directly addressed this

issue in the following ways:

In the interests of sound management, however, the
Department of Commerce agrees that all such occupants
of these positions may complete their scheduled tours
of duty. In its discretion, Commerce may offer For-
eign Service Officers in such positions additional
FCS tours after completion of present assignments.

To facilitate this transition, Commerce will accept
details by State into FCS positions of a minimum of
105 State Department Foreign Service Officers from
the Economic/Commercial cone in the first year of
the Service's existence, a minimum of 90 officers
in the second year, a minimum of 75 in the third
year, and 60 in the fourth year. Included in
accounting for these positions will be any State
Department Foreign Service Officers who permanently
join the Foreign Commercial Service. Commerce will
establish mutually agreeable procedures governing
conversion to the FCS of those Foreign Service
Officers who wish to do so.
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The existing exchange agreement will continue in
force, and efforts will be made to carry it out
on a reciprocal basis.

In the fourth year, the two agencies will evaluate
their experience under the Memorandum of Understand-
ing and the Exchange Agreement and develop arrange-
ments for ongoing exchanges at all levels on a
mutually-agreed, reciprocal basis.

The 60 Foreign Service Officers whose current tours of

duty are completed in 1980 will have various options:

(1) routine reassignment to another position in the Depart-

ment of State; (2) an assignment on detail to an FCS position

at an overseas mission or to the Department of Commerce in

Washington, D.C.; or (3) transfer to the Department of Com-

merce. The same pattern would exist during the next four

years. Foreign Service Officers of the State Department will

be encouraged by the Department to broaden their experiences

with details to the Department of Commerce, domestically and

overseas.

It is contemplated that by the fourth year, the combina-

tion of continuing details to the Department of Commerce,

other agency assignments, and other State Department positions

for training, as well as normal attrition through retirement

and resignation and adjusted intake, will bring the number of

positions and of Foreign Service Officers of the State Depart-

ment into a new balance. This will compensate for the transfer

of positions to the Department of Commerce under Reorganization

Plan Number 3.
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Mr. BROOKS. How does the Department of Commerce view its trade
policy responsibilities under the administration's reorganization plan,
and how do you plan to execute those responsibilities?

Mrs. KREPS. You are speaking now to the trade policy aspects of
our work ?

Mr. Bnoos. 'rhe Trade Policy Committee.
Mrs. KRuEs. The formulation of policy is, of coltrse, complicated

business. We have two major roles to play in that. We will serve on
the Trade Policy Committee under the direction of the I STR, but we
will also be working day-to-day on the programs and the implementa-
tion.

It is virtually impossible to separate the actual carrying out of pro-
gralms from the formulation of policy since it is in tle Implementa-
tion that one gets the hard questions and has to carry them forward
under the aegis of some policy framework.

We think the Commerce )epartment and the USTR can work to-
gether very well in this regard since we have done so most recently
in the MTN negotiations. We have staffed and worked with
Mr. Strauss throughout those negotiations and he has been very com-
llimentary of our role. We think that we would be able to play a role
and have a voice in thie formulation of policy, which would be a very
constructive voice. We do not expect to have difficulties in that regard.

Mr. BnooKs. In what way does the Department of Commerce intend
to exercise its responsibility as a nonvoting member of the board of
the Export-Import Bank, and does the Department intend to take an
active role in deliberations of the board ? Or do you anticipate that it
will just be a pro forma membership?

Mis. KRFPS. On policy decisions by the Eximbank, we would expect
to play a role. Obviously, we would not expect to get involved in day-
to-day decisionmaking by the Eximbank.

But if, for example, we are going to carry on our export develop-
ment function, it follows that we need to alert American firms to the
opportunities of financing by the Eximbank. We would, therefore,
need to know a good deal about the Eximbank's policies and
practices. We could provide a liaison which we think is essential.

Mr. BROOKS. How does Commerce plan to structure Antidumping
and countervailing duties to avoid the present deficiencies ?

Mrs. KREPS. First of all, the primary problem with the antidump-
ing, countervailing programs seems to have been inadequate resources.
We expect that there will be considerably increased resources for those
progr: lms. Those increases wouid have occurred whether or not there
had been a trade reorganization, but they will be t.J our advantage in
this case.

Let me elaborate on that for just a moment. We will be hiring about
130 new Commerce employees to work in these areas. But beyond that,
we have structured the countervailing, antidumping functions direct-
ly under an Assistant Secretary for Trade Administration, therefore
giving those programs a very much greater visibility and greater im-
portance in the Department of Commerce than they have had before.
It is a matter of putting the functions in the Department where trade
itself is the primary goal.

Mr. BROOKS. Mr. Horton?

57-408 0 - 80 - 7
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Mr. HonTo-. Thank you. NMr. Chairman.
,Mrs. Kreps, we certan;nlv want to thank vou for being here with us

tod(l. We commendll(l vou for tile work that you have done ill this re-
organization plan.

During tile colurse of your testimony andll while the chairman was
asking you questionii. I ihadl occasion to look a:t tis uppl)l)lement that
you furnished us. on the Del)artment of Commerce propo.ed trade re-
organization plahn.

Incidentall. Mr. Cihairman. I am not sure if it is in the record, but
I think it wvolld be imlpoItortnt to incellude it in tile record blcallse it (loes
giveO ;1 detailed analyvli. of the variouml lmureaul. \ssi-tant Secrletaries,
anmd so on beinlg jrolonse,1 in this organization. I think the members
would be verl inltere;te(l in seeing it. and it should be a part of the
record.

So. I would ask unanimous consent that that be included.
Mr. B3nooi;s. Without objection. it will be included in the record at

this point.
[The material follows:]
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DEPARTsMUT OF COMMERCE

PROPCSED TRADE REORGANIZATION PLAN

SECRETARY OF TRADE AND COMMERCE

The Secretary of Comnerce will become the Secretary of
Trade and Commerce and trade matters will be the Secretary's
principal responsibility. The Department of Trade and
Comnerce will become the one cabinet department whose
principal responsibility is trade.

The Secretary will be ultimately responsible for the
following areas of trade activity: export expansion,
including both overseas and domestic commercial services;
export administration, particularly the export control
system; and import regulation programs of antidumping,
countervailing duties, and Section 337 cases.

The Department will have a key role in trade policy develop-
ment and will provide much of the staff and operational base
for negotiation and program responsibilities of the United
States Trade Representative (USTR).

The Secretary will serve as an ex-officio member of the
Board of the Export-Import Bank.

As chief operational officer of Trade and Commerce, the
Secretary will assure that other elements of the Department
whose activities relate to international trade shall
appropriately support and coordinate with the Under Secre-
tary for Trade. Included among these activities are
industry sector analysis, business development loans, census
trade statistics, trade adjustment assistance for businesses
and communities, minority business development, industrial
productivity analysis, maritime, industrial innovation,
cooperative technology, product and industrial standards,
and secretarial field representation.
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UNDER SECRETARY FOR TRADE

The Under Secretary for Trade will be responsible for overall
development and management of the trade functions in the
Department of Trade and Commrerce. In the Secreta:y's absence,
the Under Secretary represents the Department on the Trade
Policy Committee and as ex officio member of the Board of
Export-Import Bank of the United States. The Under Secretary
will meet with foreign visitors both in the United States
and abroad to discuss a broad range of trade matters.

The Under Secretary also coordinates trade regulation, trade
policy and programs and trade development to ensure con-
sisten=y between Administration policy and trade operations.
To accomplish this, the Under Secretary oversees coordination
between and among the following areas:

o investigation/determination functions and the import
policy recorziendation function;

o sectoral analysis capability and trade policy and
regulatory functions;

o Foreign Commzercial Service and trade p-licy and
regulation;

o industrial innovation. and trade development.

The Leputy Under Secretary will serve as the principal deputy
for the Under Secetary for Trade. In the Under Secretary's
absence, the .incumbent is to act in place of the Under Secretary
in all matters pertaining to trade. The Deputy Under Secretarv
will have no direct operational or program responsibilities.

The Deputy Under Secretary will:

o Be responsible for oversight of day to day operations
to ensure that these activities are conducted efficiently
and smoothly.

o Be responsible for the administrative functions (e.g.
agency level personnel, budget, administrative services,
and others).
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ASSISTANT SECRPTARY FOR TRM)E DVELOPMENT

The Assistant Secretary for Trade Development will be
responsible for carrying out the policies and programs of
the Department to promote world trade and to strengthen
the international trade and investment position of the
United States.

In carrying out these functions, the Assistant Secretary
will be responsible for conducting the Department's programs
for participation in international trade fairs, trade
missions, and other overseas trade promotions; programs
conducted within the United States to expand the export-
consciousness of American firms and to facilitate entry into
international trade; and efforts to provide assistance to
American exporters through the facilities of the U.S.
Coumercial Service and the Foreign Commercial S3ervice. rith
respect to East-West trade, the Assistant Secrottary will be
responsible for conducting the Department's prcqram for
expanding trade and investment in Communist couptries, and
for the formulation and analysis of policies with respect to
U.S. commrcial polJiy in those countries.

The Assistant Secretary will be the person responsible for
managing and closely coordinating the related trade expansion
responsibilities of the Foreign Commercial Service, the
Domestic C¢qmercial Service, and the East-West Trade aod Export
Development units in Washington. This organizational structure
will allow, for the first time, management by one person of
export expansion activities of the Foreign Commercial
Officer in, say, Kuwait, the Domestic Commercial Officer
in Indiannapolis, and the relevant trade specialist in
Washington. It will not only assure unified management of
these functions, but will also allow rotation of personnel
among the three areas so that coordinated services will be
available from point of manufacture to point of sale.

The Assistant Secretary shall advise the Secretary and Under
Secretarv of policies and programs relating to these functions. The'
Assistant Secretary will represent the Department on the
Board of the Foreign Service and in other matters relating
to the commercial responsibilities of the Departments of
State and Commerce. The Assistant Secretary will be the
National Export Expansion Coordinator.

The specific programs and activities for which the Assistant
Secretary is responsible are detailed on the following pages.
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FOREIGN CO.EMRCIAL SERVICE

The Foreign Commercial Service is responsible for assisting
American business abroad through counseling, marketing data,
project development assistance and liaison with foreign
government agencies. The Service provides direct support to
Trade and Commerce (TAC) overseas promotional activities
such as trade missions, trade fairs, and procurement
conferences. It is responsible for the development of market-
ing and commnercial intelligence through the Worldwide
Information and Trade System (WITS) for dissemination to the
American business community.

The members of the Service will serve as part of the U.S.
Embassy staffs and will report directly to the Ambassador or
Chief of Mission in each country. The Foreign Ccmmercial
Service will provide personalized assistance to American
business persons abroad by providing support to Export
Development Offices, trade missions, fairs, catalog shows and
other activities. The Service will develop trade leads,
identify potential agents/representatives and develop other
commercial intelligence for transmittal to the East-West
Trade and Export Development units in Washington and the
U.S. Commercial Service. It also will develop information
and report to Trade and Commerce on foreign commercial and
industrial trends. The commercial intelligence data
obtained by the Service will be disseminated in part through
the WITS. The Service. will provide support t? TAC units in
import and export administration and monitori.'g of multi-
lateral trade agreements. It will assist U. S. business
persons in resolving trade complaints against foreign firms
and governments.
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U.S. COMMIRCIAL StRVIC

The U.s. Cosmarcial Service represents Trade and Comaerce
with the business ccmmunity in the United States. It provides
business with information, technical assistance and counseling
on export and investment matters. The Service assists in
identifying potential U.S. exporters and participants in
overseas promotional events.

The Service administers a system of district offices,
currently 43, located in coemercial centers throughout the
United States. It offers U.S. firms counseling on overseas
marketing, technical export information, guidance on the
marketing opportunities, and advice on marketing strategies.
The service conducts seminars, workshops, and conferences. It
utilizes Zxport Development and East-West Trade information
services, including the Worldwide Information and Trade
System (WITS). The Service assists in obtaining commercial
information from U S. firms for use in Zxport Development planning
and evaluation. It also advises the business community ot
significant trade developments, trade policy issues and
technological developments.

The U.S. Conmmercial Service publishes Commerce Business Daily.

The U.S. Commercial Service will include a staff of 353.
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EXPORT DEVELOPMENT

The Export Development unit has primary responsibility
for planning the export development programs in non-Communist
countries. Its mission is to expand U.S. exports. It
develops promotional programs conducted by the U.S. and
Foreign Commercial Services and provides them with analytical
and technical support.

This unit performs the program planning and evaluation
activities for the Assistant Secretary and has responsibility
for determining program priorities for the Foreign and U.S.
Commercial Services. It supports overseas promotional
activities through management of Export Development Offices,
development of overseas trade missions, 3ponsorhsip of special
missions, and other trade and investment activities. This
unit, particularly its staff of country commercial experts,
is responsible for providing counseling services to U.S.
business on foreign markets, for market research, and for
technical support to other units of Trade and Commerce (TAC).

This unit supports staff for Trade and Commerce information
programs, including the Worldwide Information and Trade
System (WITS). Such information is disseminated through
the Foreign and U.S. Commercial Services for use by the U.S.
business community. This unit also conducts a nationwide
campaign on export awareness through specialized counseling,
seminars, publications, joint industry/government activities,
and assistance in competing for major overseas projects. The
Foreign Commercial Service stages promotional events and the
U.S. Commercial Service assists in identifying participants.

Additionally, this unit coordinates the program activities
of the President's Export Council which provides advice from
the private sector to the Secretary and the President on
issues relating to export expansion activities.

The Export Development unit has a staff of 450.
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BAST-sZ3T TRADE

The East-West Trade unit, established in 1972 to foster
commercial and economic relations between the United States
and communist countries, helps American firns conduct business
in communist countries; develops and explains East-West trade
policy; strengthens governmental mechanisms for expanding
trade, and expands understanding of issues and opportunities
in East-West trade.

This unit conducts the day-to-day bilateral conmercial con-
tacts with the embassies and other communist government
entities in the U.S. It provides support for the Cabinet-
level joint economic camissions, seeks resolution of com-
mercial problems, and assists in the development of commercial
policy toward individual comunist countries. It collects,
analyzes, and disseminates information about economic condi-
tions, trade-related laws and regulations and market op-
portunities, and advises U.S. firms on country oriented
trading problems. It also maintains day-to-day liaison with
the major private U.S. bilateral councils on eight individual
comunist countries.

This unit offers practical services to help U.S. firms promote
and market products in comunist countries. It conducts
briefings on whow to do business°, arranges contacts between
U.S. business and foreign trade organization officials, dis-
seminates information on business opportunities in ooamunist
countries; and assists U.S. firms in transaction problems
involving Federal agencies. In addition, this unit plans,
recruits for, and manages trade promotion events such as
fairs, technical sales seminars, and catalog shows in com-
munist countries.

Lastly, this unit formulates, analyses and makes recommendations
about legislative and broad policy issues arising in East-
West trade. It studies trade potential, balance-of-payments
projections, econometric modeling of communist economies, and
the economic impact of East-West trade on the United States,
its cmnunist trading partners, and other nations. It also
maintains a major statistical data base on Bast-West trade
and piovides analyses of trade trends.

The unit has a staff of 92.
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ASSISTANT SCRIFARY F0R TUADZ ADMZNISTRATION

The Assistant Secretary for Trade Administration will have overall
responsibility for the management and operation of the principal
program involving the regulation of imports and exports. The
incusbent advises the Under Secretary and Secretary on the
policies and program relating to trade admsinstration.

The Assistant Secretary is responsible for import administration:
antidunping investigation and enforcement and countervailing
duty investigation and enforcement. The Assistant Secretary will
be directly assisted by an Office of Antidumping and Countervailing
Duty Policy of 15 people.

The Assistant Secretary is responsible for export administration
export licensing and enforcement, including national security,
foreign policy, and short supply export controls.

The Assistant Secretary is also responsible for a number of special
regulatory programs: antiboycott compliance, industrial mobiliza-
tion, foreign trade zones, unfair import practices, (I 337) national
security investigations, and several other statutory import
·programs.

The specific programs and activities for which the Assistant Secretary
is responsible are detailed on the following pages.



108

IMPORT ADMIWISTRATION

The Import Adainistration unit is responsible for the
investigation of antidumping and countervailing duty cases.
Following investigation, this unit makes a formal recommendation
for disposition of the case.

In countervailing duty cases, this unit investiqjtes and
determines whether a subsidy is being provided with respect
to the manufacturer, production or exportation of merchandise
imported into the United States. As part of the same process,
the International Trade Commission (ITC) investigates and
determines whether an industry is materially injured or is
threatened with material injury. If both of these determinations
are positive, a countervailing duty is imposed in 'the amount of
the net subsidy determined to exist.

In antidumping cases, this unit investigates and determines
whether merchandise is sold or is likely to be sold in the
United States at less than fair value. As in countervailing
duty cases, the ITC investigates material injury. If both
determinations are positive, an antidumping duty is imposed,
equal to the amount by which fair foreign market value exceeds
the U.S. price of the merchandise.

In addition to these two functions, this unit will also include
the following import related activities:

Unfair import practices (I 337 cases) involve the investigation and
determination as to whether unfair methods of competition or
importation cause substantial injury to domestic industry. The
vast majority of current actions involve claims of patent infringe-
mant.

The foreign trade zone program evaluates and processes applications
by port communities seeking to establish limited duty free zones
as part of local economic development programs.

Special statutory import programs relate to the import of quota
allocation watches and watch movements from U.S. territories,
and the import of educations, scientific, and cultural materials
by nonprofit institutions pursuant to the Florence Agreement.

The Import Administration unit will consist of 310 persons.
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EXPORT ADMINISTRATION

The Export Administration unit is responsible for export
controls for reasons of national security, foreign policy, and
short supply. The major functions of the program are policy
planning, licensing, compliance, and short supply monitoring
and licensing.

The policy planning function includes developing and coordinating
recommendations on export control policies and programs, reviewing
export license applications that present particular foreign
policy or security issues, and coordinating with cther Executive
Branch agencies on licenses and policies requiring interagency
review.

The licensing function includes the development of export control
procedures and regulations, techncal. analysis and review of
products, participation in interagency review o. license applica-
tions, statistical and analytical reports of export licensing
activities, and formal issuance of licenses.

The compliance function includes the investigation and prosecution
of export control violations.

The objective of the short supply function is to restrict the
excessive export of items in domestic short supply and to reduce
the inflationary impact of foreign demand.

In addition to export controls, this unit will include the anti-
boycott and industrial mobilization programs.

The antiboycott program involves the administration and enforce-
ment of the foreign boycott provisions of the Export Administration
Act and the monitoring of the impact of foreign boycotts on
the United States. Thir ircludes the investigation and enforca-
ment of compliance with the? law as well as the processing of
boycott reports.

The industrial mobilization program monitors and assures timely
availability of material and products essential to industrial
performance on contracts for national defense. This includes
stockpile management of strategic and critical materials and an
emergency preparedness function designed to identify industrial
products and facilities which are essential to mobilization
readiness, national defense, or post-attack survival and recovery.

The Export Administration unit will. include 195 persons.
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ASS IUNT sMOC FORur RAM POLICY AND PBOGRARS

h Assistant Secretary for Trade Policy and Programs i
responsible for developing and operating an effective trade
policy isplemtationa ochanim within the Department of
Trade and Comerce and for operating a variety of trade and
investment progress to iprorfe the U.S. trade position.

bTh Assistant Seoretary provides overall direction and coor-
dination of interatonal economic policy formulation, research,
and analysis within the Department, advising the Secretary and
Under Secretary on such policies and programs.

Tho Assistant Secretary for Trade Policy and Programs will be
principally responsible for the follow-up, implementation,
and onitoring of the Mr. Tho Assistant Secretary will be
responsible for closely woordinating with other involved
offices and agencles these responsibilities and the process
of educating U.S. business on the rights and opportunities
resulting from the Ms.

Tfh Assistant Secretary supports the Department's ac+ivities
in international trade, economic, and investment ntters --
and is an active participant in U.S. representation in GATT,
OBCD, UBrCTAD, XLO and othebr multilatral deliberations and
negotiations. The Assistant Secretary establishes and super-
vises the impLmentation of the Department's interagency policy
role in such organizations a the N8C, STR, and the MAC,
particular responsibility for MTU implimentation and TPC
support

he Assistant Secretary's iodiiate office includes a country
analysis staff which supports certain joint economic consulta-
tive Machanlcra (e.g. lorea, ugoeslavia); operates trade
facilitation efforts to resolve specific coercial complaints
(e.g. Japan); and provides staff support to the Secretary and
Under Secretary for meetings with foreign visitors and trips
abroad.

The specific prograem and activities for which this Assistant
Secretary is responsible are detailed on the following pages.
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TRAPDE RP.EEM!TN7S

The Trade Agreements u-it is the prinary so_.rce of trade policy
developmennt and support within the Department o. Trade and
Commerce. It identifies Key trade policy issues and develops
Departmental positions. A major responsibility of tnis entity
is implementation of the .MTi and other trade agreements for all
non-ag:icultural matters.

Tr~de Agreements' activities include implementaticn and
monitoring of MTN tariff and nontariff a::eements, as well as
investigation and resolution of problems in foreign country
application of those agreements. Another function is the
development of informa:tin and cases arising under tne M.N,
including the operation of the Trade Complaint Center, the
central contact point to which business will bring complaints
and pro=tlems regarding .MTI and otner trade agreements, and
where the orivate sec:or will receive advice as to the recourse
and remedies available to the... Operation of tne private
sector advisory process ($SACs> under the expanded scope of TP'
coverage--includjin investment. East-West trade, etc.--in
addition to trade agreements, is administered here.

In the import relief e:ea. Trade Agreements (:l provides
staff analyses to be used tS the TPr - reviewing an:
considering section 2" , 2Z, 406 i :: relief cases; '2)
monitors relief actions; and (3) de:' :ops Depa:rt.ental pclicy
on orderly maket ing agreements.

Trade Agreements develops a con, ._ ng prograpn of examining
post-MTN issues for nesotiaicon . ccnsultation. iden:tiying
and cataloguing foreign trade practices, sacn as thcse
affecting trade in "services." It recommends pclicy objc:ives
for Departmental officials to present in interacen-y and
international forums. In addition, it develops plans for
educating the U.S. business community on general and specific
trade opportunities resulting from the MT.S

Another major function is participation in, and, as
appropriate, leading negotiations and/or renegotiation of
bilateral and multilateral trade agreements, such as the
expansion of MTN code agreements, commodity agreements, orderly
marketing agreements, international sector agreements, etc.

Other activities include the examination of U.S. access to raw
materials and other resources located abroad and the
recommendation of appropriate U.S. action in this area.

This unit will consist of 75 persons.



FINANCE AND INVESTMENT

This unit develops and implements policies and examines laws,
regulations, and institutions in the financial and investment
areas to determine their effect on U.S. trade and investment
flows. It reconmends changes in these to imprnve the U.S. trade
position, and it monitors a d analyzes inward foreign invest-
ment in the United States.

It represents the Department in international finance and
development assistance affairs, especially those affecting
export expansion. This includes providing analyses and staff
support for Departmental representation on the National
Advisory Council (NAC) and other bodies dealing with export
finance, export guarantees and credit insurance, and bilateral
and multilateral aid loans.

It examines the effect of U.S. tax laws and practices on U.S.
trade competitiveness (DISC, foreign tax credits, taxation of
U.S. overseas personnel, etc.). It cond ets comparative
analyses of foreign tax practices, and makes recommendations
for changes.

Representing the Department in matters relating to U. 3. direct
investment, it analyzes investment trends and consults with
business on U.S. regulations and international practices affect-
ing investment. It recommnds actions in bilateral, multilateral
negotiations on investment. It develops positions on multi-
national corporation (NWC) issues, providing staffing for
Departmental participation in MNC code issues and investment
disputes. It advises on programs, policies and legislation
affecting investment abroad and analyzes the balance of payments
effects of such investment.

It analyzes transactions of domestic and international trade
financing institutions from the perspective of effects on U.S.
trade. It compares U.S. practices with foreign practices and
recommends changes in U.S. practices. It also provides staff
support for Secretarial membership on Export-Import Bank Board.

It develops recommendations to improve the access of U.S.
service industries to foreign markets, representing the
Department at interagency and international groups dealing
with aviation, sea and multimodal proposals.

It operates statutory programs to monitor and analyze foreign
investment in the United States. It identifies problems and
recommends remedial action as necessary.

The Finance and Investmint unit till include 55 persons.
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POLI'Y PLANi;!3:G AND A':;ALS:

This unit conducts resear-h and analysis on U.S. tra2e ar ::
all factors affecting fut-re trade prospects, developing
policy recommendations tu enhance the international trade
competitiveness of the United States. I: is the prircipal
source within the Department for devel:ping positions on
international positive adjustment cplicies and on international
sectoral issues. 'n the basis -f its -,wn research an analysis
as well as that of the new Bureau of Industrial Analhysis (BIA)
and other parts of the Government, this unit forecasts future
trade trends and is responsible for developing longer term
policy options for U.S. trade and investment.

In conducting policy analyses of positive adjustment issues and
international sectoral issues, it draws on the micro-economic
and industry analyses of BIA, using these studies anr. data
along with other information to formulate and evaluate policy
options and to recommend policy positions. It devel=ps
positions to take on international positive adjustment policies
in the OECD and other forums, it focuses on sectoral issues
related to MTN: implementation and to other trade and investment
agreements and policies, and it participates in or heads U.S.
delegations to international meetings concerned with sectoral
or positive adjustment issues.

In supporting the development of faster U.S. export growth and
a stronger competitive position, this unit examines the effects
of trade incentives and disincentives of the U.S. and other
governments. It serves as the central contact point for
collecting and evaluating information on the likely effects cf
changes proposed to improve the U.S. export pcsiticn, develop-
ing policy options and recommendations.

It also forecasts longer-term trade developments, with particular
emphasis on identifying future trade problems that will face the
United States. It identifies longer-run trade and investment
policy objectives, basinr these on its forecasts and its nrcora"
of research into U.S. trade and the factors affectinz ,U.S. -cm-
petitiveness. it evaluates the effect veness of U.S. trade a-.
investment policies and compares these witan majo)r c-elt:.-
natlon.s. It uses mathemati 2sa mcdens to si-ulate t. effecz
of future ?rolicy alternatives, and prr-i es the planni:A fra;-
work for trade pcli~ces ar. pr^gra-s.

The Policy PlanninS and Analysis nit also eve~::ps a er:;c. - r:.r
computerized data bases and provides trade and ir.terrs3t2-na!
econr.omc stat;s.ics to oth!er tarts of uh:e Zcerr.-:en: an t.
'J.S. b'siness.

Tii.3 unit w:ll inc'ude 7C persons.
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TEXThI*tS E ;2 APPAiZL

The Tez-tiles aund Appare. unit is t!,e r, anzatin in Trade
and Co-m.erce that is responsible fo:r t.e econcrni we:l-be-ln
of the U.S. textile and apparel nd-ustres, domestircally and
international.y. Its .ajor efforts include negotsating bilateal
textile and apparel import restraint areements:' ronito=i-.;
imports from ornt.rolIed (agreement: csuntries and unc-r:trclled
countries, provi:ing staff and tachnical sppo-rt tc %,e Cor.-ittee
for the implementation of Textile Agreement-. 'ITA;; and,
promoting the expansion of expolts of texties ane ap3ar:-_.

This unit prepa:es -onthly perfrmnance reports which show
imports compared to restraint levels for each b;lateral a.ree-
ment country,. Problems of implementing the acreenencs are
analyzed and brought 'efore CITA for resolution. Tnls unit
makes special tables and analyses used by the '.S. negotiators
of textile and apparel agreemernts. To accompL.ish this, it
gathers and reports basi= statistical data on mpocrts. It
prepares monthly reports on the overall import picture, comparing.
current monthly data with prior years. It is concerned with
monitoring imports from ,uncontolled countries. It classifies
problems arising under agreements and trains foreign rfficials
in U.S. classification procedures.

In addition, this unit provides current econonmc date and
analyses of conditions in the domest-= textile and apparel
markets, including the impact of imper:s on tnes: markets. It
is responsible for the textile and apparel ex-enrt expansion
program~ and, in conjur.ction with the STR and other organizations,
reduction of non-tariff barriers. Finali:, it provides
structural assistance to the indisr-, in th;e form nf nr.ew
technology, research and developmer.:, and -,nagemeent trair.ng.

The Textile and Appar-l unit wll nave a staff f ;.

* This is don-- _: rt of neqgoti.tn teas m.ae :- ct S::te,
Labor, and h-a.:ed D' the thief T':tiie :egoti__r f-. : - r-e
Office c' the S ecial Trade ikrese:Sen:. t.-e.
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t Mr. ,I',;T,,.x. 1h rtI 1 a ,! , 1',,1 ,.h a" i\ vti .} i- ;? ,.. -I I ,t I I'.! . II

bexr. tis t !vol yuxIe,, xvill Ie inl tlt I ). P1tl ivnr t mn.
Is thllr(e ,!1 ;veil'll tifiIt, f(lo tlI 1IIill,(1r . Il:It r1.1' li-tl ile..l I

!u:1ve nIOt tI ie'l It' :,' t:, ~iw ll , i, .
A .l-. 1,l:H'. ()ur ro)tarl t-stilnmt,- i-9 aIlh llt :2.5,, 1 .l I(,!,] i! I ilt , tI:t,.

area ud1(ler t h. I tn(-' te,'1 tti'v l II ljllrnI:ti(lul ! I raj;d.:.
rti . HO Ol:TON. (Othel thal ill, Dlt Ie lll) V uli' V S l't t. iv ll a l' 11 t ' tV', 1\, '..'

A. i..sitnLnt .gcleta'i--, ,(lo vou il thil;. (',l wxill nec(,i I ,ll.' 11u,1v1 -,,, :! . 'l
Tihlte-e p)ersomlit J bii-lr tilanlferrd 'ltr .e o1pi,, vIi, ar Ii(v ,,l oi',,,al.
bilt (le V - xl)¢ t tl'l t vOull xviiH el ,,il tA,

I.':-. T',:E:. I t i: 11 eI('t f, itio Ilt.l'\'. Let! !I. !t-;<i .\ :..
Mover T,, re-l,pold. It is, s1la:d1i. !,ult ti~,,l, i- so!,:o i!'r ,.:t.,,, ?:...+.- S:~:',.

Atll. r1.Y .rI'.'. A' it illl l'j I :t t i si t8 i l l, --i (,t .i:'td
witit tihose neV Pl,-tiojls that 'on, iD lenti;:,d: . \Ve tinllii. a tll!- tiujI-.

tf',- an111l in ttqna l ',.O l ' :,.,l '= a,;it I'el,~',,u; '.1:, =.'ll :' !:,.,.,1 1, ,! . tlif 1-

tiofle Itl'oUt '.- ,)i' l .

\r1-. [,,:ALN. 1-s !is , i'Mrt tlet a''11,a,'., l i;tm'lr! '*O.l::t:.i;:;ai (;! t'
a,,com!,t~i~l, th,.* !,rl,,:, -, e II tlie' t I -reo:'rzia'.it) Ila I

it tirllouzll 1ith} C I , if , , ;' i : -;,..1. ;: I-.,it t!. i- . '
thelil. nit aI ls 1(1 li tI'l Viti tt aIIVt't'l!I 1': ( )SISi ;I 1, .'!:a t :..
resolur(e:- Wv. i.'O]l l;it-.

Mr1. HFlni" . I9 ltrt r1' 'lllto nl''l ; [ ¢1'; .r. ! .'( i I I ! ti{,ii

,iv1e i I- f , 0.111o 11 .-o1i tiit }i, i I- I. ,t Jat Vu V 'I ;1 1,-), ;' I }". :I
Ml,.l'. Ii.il-. t?.*: \\,' il l Iv' :' tr;Ilt att ' 3 ,'i;.t! , vW, I i, Ui . ,!,I :,: 4 w -

to tli. }.ill tch -mailer aItl 1l'uli i(.-1 - ela I ioniv l a Iid(1 ot. ]] *' tl
submit that.

Mir. Hlomw,,. r thi-nk that would be hl:Ipuful for 1.- tO i1.!t Ude ill our
record. esleci;.lly 1,1 tile rellrt. .- ,t that Melillei- cani seet wiiat i }ill
dlonle. I,,. othertill word,. wh~law y o) ]l1ve fi:'nlish,(-,l , IlI('i i- :1 ii-t of

functoions. bureau-. 11and or.alizations Iil.kr the Undeir .. e,:retair for
International Tradce.

Ars. K1iEPS. All rirhlt.
5Ir. Bnowis. Witlhout objection. it will appear in the record at this

point.
[The material follow- :]
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ft''t'lr i i t t''.'t.i'T-,

Ialltill.'. I t1;l. i 't XV, II II .I i 1; ; 'I i I

t ianl ri v . ri IitX I; l ( I'ItIilII 'te' ai ( iil I
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ein~~ about in'liviclu~l- lait Nh. *.!'f;1' Ii lid' *111e Jal. :lhqiF:- .

If. t' .il lV' tl:- , ±'a -,,. . o e;,; ,,l, -tit:lti'. ,1', il i'l . ',,t I ii.1 .'-,.: )1.iv.
thl tr il," 1 i ' illl.I. ' 11 I\()- .ll I liI tI ' . t i t

;.o i .lit, ,. ': ' ' 'i i.- T'u,', i-'.
.. a...t i tIi "' lul', t:. .

luzat jun is "~t1; t. *, irei;i ? ;iktt ii-in whi)l1 ii ,' -

M r. ]I,,]:T,.x. As Om, , , f t}i,-e w},., }l !:t: :'I v, "!.lI v1'\ i: : ;i:';
the 1plal. (lo vl-, f,,; ,] t/ ;lat thi,9 is .v r,:'l lc -,,Iiti,, , 1, , t' 1,'1.,!'II c:I

ldo: -- ',t- Iitl',' : ';t'."l;i,'Ilt'ttt]01 :19 -w '' ,"tls1/,i;:or il; x,! itii ,IIIi :ti;'
(1, tI ,.lt - ' lio in.: I , ht : : IIT ir I,.d.

I ,,I 1 ,- , *rr Xq ' l p t . 1- ,t .,.,;. at i I, I;Vl ,,,.', :'ii,: ,; Io'. , - , ..
5h1'. HF ,iIRr ..is I fi Ihlrt ,,,I it Ii'v!~ tI I, I Vw,:- :!' . : . -

nti 2- '.zalv.'t to Th- (Ili'sti~l~ tl t ] "' .,| ]lin~-,'i: I ;~ ':!
]H'tll'd i,. ',";1115'. ,VOll \v.,l'(' ill tIie l')¢1il ;It tl,.' tilml,--I ,'l vil,-,] :- -'

tailIt red ', ',itl r I,-,rI I tI, t l' ,Ite' I nI ti, ,~ and It,' ll1] lal".':II t: I I I I

anyiv of thle lli.ies that rhlate tit tF t:uh.
Do voll see that tll;;j i .(oil',_, to 'rea:rtt. any frict i-,I 1,,,. ,,;: ; , .

Trah(lo R' epl v-entativ' :111t .':]., ,;- . .vI;1v-,fr Id' ;. .; , Ai;-
in2r n1hlOit in'lijvdlid1,.1, m, ' .I . w. 1 :111 .tl'eI. M-il? 1 : !- A,, : .. ,V
he vvill 1,. S.tucce(qh I v\- ;.orlilt'Oleo e ols, ... lId voII will I; 1, I ..-: -, T

there will b., .not"lI.I. .",'ret:Inv : "( ''ill ];e d*:linu' ~,'it!l ,i'.' 'w ' , I -
sollalitit-. 11'lI:t I .n~ ,'(m,.en.0 1.,l al,,tit i. wh,.,t] ),,V (,r .I; I ;,1_.-

nizationl is gSoling to retate a situation illhi,:] ¥,,:i ',h,-i-L .: ,J
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antagonisms and problems that are going to make it unworkable. Or
do you see it as something that tile Secretary. whoever it happens to
be, will be able to work ?

Mrs. KI:Ps. I think this planI will ilprove imenllsely tilhe ability of
these two people to work togetllerl Iecause tile plan lays ollt the idulties
tlhat each is to pursue.

There has been. I tilinkl, nolre friction i; tile past than there will
h)e after this plan is in effect.

IMr. Iloreos. I am worried(--as I am sure you are-that in the
futur we e ave to be even more concerned1 l al)oult prollloting our prod-
ucts and making sure that we sell thell abroad. at the best possible
price.

D1o you feel that tile (' omlmnerce I)elartnlent will have an aggressive
attitude in this respect, and do you feel that this plan will hell) in
thils respect ?

Mrs. KREIs. The ('Olnmerce l)epartment has had a very a~ggressive
stance vis-a-vis exports for tlle l)ast year anlld :a half. It vwas our D)e-
partment that l)uslied for a natilnall export policy. and it has been olur
Deplartment that has led the drive to focus attention on the need for
exporting.

I think the plan helps us to move ahead in that regard. It gives
its programs. it gives us -additional resoturces. and it gives uls a clear
line of authority. T'Ierefore. I think it will l)e hlelpful. however I must
again say that' we had alread(l eml)arke(l ulplon an export promotion
plan thati is, to my knowledge, the strongest the Del)artment has ever
had.

Mr. HORTON. Thank you very mluch.
I (10o have some additional q(ucstions that I would like to submit to

you and ask that you supply tle answers in writing to !)e included in
the record.

Mr. BROOKs. Without objection. they will be included in the record
at this point.

[The material follows:]
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QUESTIONS SUBMITTED BY MR. HORTON

QUESTION: Besides the Commercial Attaches, how many people will
actually be transferred from one agency to another?
Will you supply us with a detailed list of the number
and from what agency they will be transferred and to
where?

ANSWER: In addition to the commercial attaches from toe State
Department, we expect that about 219 positions will
be trarsferred from Treasury to Commerce: (1) 14 from
the Office of Tariff Affairs; and (2) 205 from the
Customs CVD/AD investigative unit. The investigative
unit figure includes the 130 positions Congress
recently approved to handle the expected growth in the
countervailing and dumping caseload.

Up to 15 positions may be transferred to USTP from

State and up to 5 positions ma3 be transferrei tD
USTR from Treasury.

QUiSTI:;;: This is a q.est :r', ' .;- ' -'. -

of aor_-erce. i assur-e that S.:i .tf
of Co--erze ositior, is aLhDl- ..- :' -:- ..
a title ch3n.e ;-ith th;- re.',, '- -.... -
number two Person at the De:a -t- e.= :. cr-r ,

it is not clear. Usu.al: there -
as "the Deputy shall act irn te z.ene -, t::
tary" or the like, but that is -issinr. .
explain the new position.

ANSWER: The new Deputy Secretary of .-- : : -
second-rani:;ng official of tr.e r-e .
of the Reorganization Plan No. 2 of: .v
the Secretary to delegate any funt -. : '
that this is adequate authoritty fo~r ;he r
designate the Deputy Secretary as sez--
official. We expect that an aprr i --- -
delegation will be issued when the -ir .
Secretary takes office.
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QUESTION: In the Message it is very clear that one of the new

Assistant Secretaries of Commerce will be for "Trade

Administration" and the other for "Export Development."
Yet, in the actual Plan, these titles are not assigned.

Can you tell us why they are not designated?

ANSWER: The reorganization plan denominates the new Under

Secretary as Under Secretary for International Trade.

In keeping with the general practice regarding

Assistant Secretaries of Commerce, the plan does not

name the two new Assistant Secretaries. They will be

named administratively by the Secretary, as is now

the case with regard to the Assistant Secretary for

Industry and Trade (this position will be the third

Assistant Secretary reporting to the Under Secretary

for International Trade).

QUESTION: Exactly what are your plans for the Commercial Attaches?

Your message says that "initially" they will be trans-

ferred to the Commerce Department, yet the message con-

tinues that "over time" ... "undoubtedly the Commerce

Department will review the problem. I think that it is

unfair to leave these public servants left dangling

with an "undoubtedly something will be done" response.

ANSWER: All 162 existing full-time commercial positions are to

be transferred at once. Any additions will be made

incrementally and prowably over quite a few years; we

expect no sudden changes of significance once the

initial transfer occurs.

QUESTION: Who will be the actual negotiators in commodity nego-

tiations? Will it be negotiators from the State

Department, the new STR, or perhaps both?

A follow-up question to that is, who will be in charge

of commodity negotiations? I assume that it is the

new STR.

ANSWER: The U.S. Trade Representative will have primary

authority and responsibility for commodity negotia-

tions. USTR will draw heavily on the expertise of
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=th t-ite a r .- t i. c'D:%--oc:it.' nt.C,-_:''.l-. , ,
3and ;3a' _1i ucr.u 3tt%,r tD ie 1 .

;t-hZ r.e" ct....^:s ·
nr.:.ra e-relt3ec- s-:e F. are pr--es, t d.

QUEStIO;: i;-,ho ill' be th- actual neastiator: 'cr er;.r-y nre;otia-
tiors, th.e State Departi-ent, the Depar-.ent of ner-y
or the new S-'r, or sore zobinaticr.

A follow-up question to that is, wo will b_- '.. ;.rc
of energ; net-i.atiors? Again, I assume - .-t -t
the ne: SMTF.

A'a;' :ER: The 5ezret=j e~f E..erg -- "~" anJr.i '2-' g. -tl- ;-.
the Trfde ?3iicy CorI ttee, w' .d..ie te Tt r.a,
Representati:. e o-n ener-jy tradde >ic., .ith .Lthe right
to a peal ...rec. c to zhr Presier.t if ei ther _r bcth
should disagree with the dezision -f the Trade Re:re-
sentative. Ne:.otiatior.s will be c;::e_ by ae thre
agencies at di.ferent times, b.: p.licv jdance f'r
negLi n.-I rpo.,.ton:s :ii_. cC-r fr:: t -:e 'rade -er--
sentat..e aCti:v :sw. t~ a_"-z.i ? f the .??P.

C;ESTIC:;: Can voi suppl' u s ', th lst ' f e:;::t-, ',:n.a: nr.:
:4ltilateral Trade N;eqoations '::; :,er.ttor.
funrtions are switched to th.e Co.-erzC Ee.rtrent?

AN:SWE.R: Caom'erzct, a %ember of th *.' 'C, i' r. :
the 'rale Peresentatvc, D. MTN erentaon. It
-nil be restr.sil!e fcr :-zti.-, th- atr- - Des-
hanr:led -".' c-stituenv,--rientec igen.ce.-, ' :

? - 'atior.a 3ane prDoto.. .r_- ;-.-
' e hnlca assista:--e to the - ';7 ._ t ~r
5 _G--15Xci_3 ; ;.. 'sti_~. .Sn';-.''. ' s- - _.:-:s-

"' ,t ta bad- d;-r',·o':'..--,e~:t: a.n2 r' ::en:-.:.::e,

nf-orriati..-. c.s -. 3:::. _::, -
' a.-Izd _' +D, tc
de;.,eoti:- b.:sav ir::form'JLi.!. "-' "" :: . ... -

ag.reo'e'jt-.,
a ~~~3:~~~ t ~ ~ ~ L1 ,~
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o monitoring foreign compliance, and
e assisting U.S. exporters in qualifying for

foreign government procurement opportunities,
identifying problems, securing certification,
etc.

QUESTION: Concern has been expressed that since the Plan does
not explicitly mention the "service industry" that
this might be overlooked, yet it is one of our few
bright spots in the trade area providing us with a
surplus of $23 billion in our balance or payments
accounts in 1978. I have a two-part question. First,
is the "service industry" included in your trade
reorganization; then, second, what agency or group
will be in overall charge of the service industry
aspects of trade?

ANSWER: Trade in services definitely is included in the term
"trade." As in other areas, the Trade Representative
with the advice of the Trade Policy Committee, will
establish policy, and line agencies -- particularly
the Commerce Department -- will carry it out.

QUESTION: What is your understanding of the relationship between
STR and the Trade Policy Committee? Will you or the
Committee be the final authority on trade policy?

ANSWER: The Trade Policy Committee will be the interagency
mechanism through which each interested agency will
have its legitimate input. The TPC will be advisory
to the Trade Representative; of course, if a member
disagrees with his final recommendation, that member
is free to appeal to the President. The President is
the final authority.



.Tra-de aetiati t Con itrte e

Tr3de 1egote3tfS Coiten

ANSWER: The functi:n of the Trade Ne:;tiating Com7w.ttee a to
manage negotiaatons ir. ac:ordance with T-C -2' L.TR

policies. It will develop? .e-otiatingj tacti~c. and

strategy, within the poliiy guidane laij down thro hg
the T?C and the UST?. It will be m3de up solcly zf
the departments actall in'volve.e in the negot-at:ing
delegations.

QUES. -;: .-30'.: rnany e e o _'D_ t ._nk .ill; IIbe r ...-. '- `e for th e
STP office i- ',. n".

rr ;::fZR ..

Q,-ES E: :; ': D_'.'-e ree.n h. are ;h i._ -ca res ns I,-i.
f-r: trae :anf co.mJltv ratt:rs i,. tnh Or-;..nlaoiL s
--r - cs.. .,.i` Co:;peratl:cr: an ' F"2' t-- 2L.. _.O _. . :- ......

'' .- ;' ele will thaD ta::e. a
perso--.nel, arnd where i. t-." e -- . s-

i:.gtcn or ov.erseas?

A'. ,-S R: 5-R will have peonie involved in O)ED tra-' ar,

corm..oditv matters; the.t ..il be SV. personnel locate-:

in Washington; we do not presen:ly expe-t to- have S:i.

people wor.ing at the U.S. nission to -.he ^E7.

QUESTIO:;: You are also charged with the lea5 responsibi -. fo:

the United Nations Conference on Trade and Develop-

ment (t'NCTAD). How mian.' Dpeople will that take, will
they all be STR personnel, and where will they be
located?
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ANSWER: We expect 8 people to spend a substantial proportion
of their time working on UNCTAD trade and commodity
matters. Most will be STR personnel in Washingtont
however, our delegation in Genevd will also have 2
STR personnel working on trade aind commodity matters
in UNCTAD.

QUESTION: You have been charged with policy in virtually all
trade matters from import remedies, to East-West
trade, to energy trade, etc. Do you intend to do
all 'in-house" policy research, or do you intend to
rely on the line agencies and coordinate policy?

ANSWER: We will rely on line agencies to do much of the
policy research.

QUESTION: What is your understanding of the role of the new
Deputy Secretary of Commerce? Is that simply a
title change with the Under Secretaryship that is
being abolished?

ANSWER: The reorganization plan provides for the establish-
ment of a Level III Under Secretary for International
Trade, who will be responsible for trade. matters.
Legislation pending would provide also for a Letel
III Under Secretary for Economic Development. The
Administrator of the National Oceanic and Atmospheric
Administration is also at Level III. The net result
would be four Level III executive officers in the
Department.

It makes sense. therefore, to upgrade the existi;:g
Under Secretary to a Deputy Secretary to avoid
sensitive problems or precedence among program
executives. This would accord with the existing
management structure of the Departments of Defense,
State, Treasury, Justice, Agriculture, Transportation,
and Energy, azch of which has a Deputy Secretary.
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. :n t':. :assa-; tt,. t w ?s ustant ~ -rr.trl..s Jr-
dt.i-,lgn.ite&, on-. for "Trade Administrat l on" and the-
oti.lr for "Ex:r,:-t ro;-otionr.," y'.t they are noJt so
d g:-, .]t~e,'± it: '. I Plan. :s there a reason for that
fr:-, -. n.r r ,.-..t v .- Wolou!d y,)u c(iJet to them

n..,in' scE 6oslTn:.toc)d?

;.r tNh rc-or--. .. .. n . .i prD:,n:s;, attent:on tc
, -,J.e nattirs. ,;ill bec:~mce a prinzilra; mission of
tti D-.-rarten t. The creat rn of tnh position of
Un:.-r Serctair. for Irntcrntional Trade ensLrcs
t*.j the vita: area 'f trae: poli'cy implerer.tation
'W ' ' -. Cei.-'. t.i: kin of t.;.-to-iay attnntion at

r ·t!ha3est lc',,v ,f this Derart.ment tnat it
both demands anr. deserves. There will be added to
th? r..part.->nt 2 5 '33 pe-ople, incldi.ng approximaltely
i,rq ' , )

f' are 'Ling tra-.sferre., from the Depart-
'r t,:s f Trois-.ry and State. Mreover, in our
'hrot-?.al, w- h' :Jenc'if d thr' er major areas of
.-'--. rcsF.:ns. t itjes -- trade .'.fvelDopDent, the

a-:r.strati-:n of i--rt an' e:xpzrt procrams, an-.
i:.: rnztionz. 3-cor.j oz ,;olz" -- each of which
waz-.rants hi gh le;v1 r".aqgement ?n, leadership at
t:.; i;:ssisr.t Se rretar. ]eve' (only two additicnal
UD:_.ton.s a-: n.e..'.c, .s ther: Is hlready ar.
;.!:;t.:nt 'S?:';-trtr' fr In'astr' an-. Trade).

Qur Io.:: I !,a'.e d a series of foo'3-;.p jestifns re.rrding
t':.. A ssistant Secreta-ies. F:rst, the Plan and
-,asage lists tw;, yet the proposal submitted by

yot lists tnree. Can yoa explain where this
th:rz one came fron?

A.S->.P: Cnly' two Assistant Secretary positions are needed
sinze authDrity already' exists for one Assistant
Se-rtary (no; the Assistant Secretary for Industry
an- Trade).

QU'ESTIO::: Seccr.n, if the third Assistant Secretary is simply
a change in nam.e for the present Assistant Secretary
fo- Industry and Trade, won't that cause a problem
sinc- ha has some domestic indu.stry duties?
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ANSWER: In recent years, most of the focus of the Industry
and Trade Administration has been on international
and export issues. We anticipate the ability to
handle properly those few matters which are purely
"domestic" through some functional transfers to the
new Bureau of Industry Analysis under the Chief
Economist, the Assistant Secretary for Science and
Technology, the Assistant Secretary for Policy, etc.

QUESTION: Third, why are the names of the Assistant Secretaries
different from those listed in the President's
Message? The "Trade Administration" title is left
unchanged, but "Export Promotion" seems to have
disappeared.

ANSWER: Some titles have been changed slightly to more
accurately identify the responsibilities of the
particular assistant secretary.

QUESTION: Can you explain to us what career pattern you
envision for the Commercial Attaches?

ANSWER: Members of the Foreign Commercial Service will
have career tracks available to them in the
Department of CommPrce.

As Foreign Commercial Service Officers, they can
aspire to chief of commercial section positions,
which in major embassies will carry with them
Counselor of Embe3asy titles and responsibilities.
In embassies with active commercial programs, such
as Tokyo, Jidda, London and Bonn, counsel of
embassy positions will have significant manajement
and trade policy responsibilities and will %a-e
Senior Executive Service-level grades. It is also
anticipated that, on a selective basis, these
officers may be considered for Principal Officer



128

positions at consulate generals and for Deputy
Chief of Mission and Chief of Mission (Ambassador)
positions at posts with major commercial programs.

Within the Department, the full range of junior
to senior positions will be available to Foreign
Commercial Service Officers. Career patterns for
these officers envisage assignments within the
Department and its domestic field officers which
will prepare them to compete on equal terms, with
domestic counterparts, for the D.partment's senior
career positions.
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Mr. Homx. Thank you, Mr. Chairman.
Mr. BRooms. The gentleman from Minnesota, Mr. Stangeland.
Mr. STrAorLaND. I have no questions, Mr. Chairman.
Mr. BaooKs. Thank you very much.
I want to thank you again for your gracious contribution to the

hearing and for your fine work. I guesm we will not see volt here any
more, but I hope you will come back in another capacity. We look
forward to seeing you again.

Mrs. KREP. Thank you, Mr. Chairman and Mr. Horton.
[Mrs. Kreps' prepared statement follows :]
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CON4IUT'i ON GOVROUIMUBT OPRuATIONS

U.S 00IUS Of RRPRSnTATIVRS
OCOBDER 16, 1979

Kr. Chairman and Neberas of the Committee: it is a pleasure for me
to be here today to share with you our plans for a successful
implementation of the Administration's trade reorganisation
proposal. We in Com erce have given this issue priority attention
for many months. We believe that wv have been able to develop a
plan which will result in the Department of Commerce significantly
contributing to the primary goal of trade reorganisation: that is,
an enhanced capacity for tle federal government to strengthen the
*eport performance arul imp'l.rt competitiveness of American goods and
services.

We find ourselves at toe dlwn of a new era in U.S. trade
relationships. Successful implementation of the Tokyo Round trade
agreements will move us tow.%rds ev-eu grr .-er integration with the
world economy. The NTN will offer new .. portunities, but we shall
have to work at maximising the benefits to our economy. This is
particularly so because global competitiaon will intensify in the
1980's.

In the decade ahe d, many less-developed countries will become
stronger exporters of consumer goods and mid-level technology
products. This will increase U.S. imports, and it till also push
the industrialized nations more heavily into the production of
capital g ods and higher technology exports. The U.S. export
position will be challenged more directly than ever before.
Increased competition, coupled with more open markets, will have a
protiund effect on our economy and our growth. International trade
will become one of the major factors affecting the performance of
U.S. industry. Some industries will prosper, while others will
falter in the face of increased competition. How we deal with trade
growth will materially affect all Americans.

Thr.ge is much we can and must do. What is called for is nothing
less than a complete reorientation of our thinking on trade. We
have traditionally treated international economic policies, domestic
economic policies, export development policies, and policies
affecting individual industries as though they were unrelated.

57-408 0 - 80 - 9
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Today, worid trade has become too important to the health and growth
of the Aamer.ian economy to be treated a& a separate and somewhat
peripheral issue.

Reorienting our thinking on trade policy is no simple matter. But
if the 1980's are to be different, we must make at least three
fundamental changesa

First, we must elevate the priority of trade in the hierarchy of our
national objectives. We must follow the lead of our successful
competitors and push to the forefront the questior.--"how will this
affect our trade?'--when we consider tax policies, investment
policies, antitruat policies, environmental policies, regulatory
policies, and all other policies which can have a fundamental effect
on our international competitiveness. Bringing this about will be
neither easy nor inexpensive. Some vested interests and some
domestic priorities will need to oove over to make room for the
enlarged importance of trade.

Second, we have to link our trade policies more closely to our
domestic policies affecting industry. We must recognise that our
competitiveness depends on far more than what we do at the border;
that we can improve our competitive position only if we improve our
technology and pace of innovation, our investment in plant and
equipment and, hence, our productivity. Our trade policy thinking
must reflect the fact that trade problems are industry problems.
Our failure .to address them as such is partly responsible for our
inability to dea. with the trade challenges of the past two decades.

Third, many businesses need to reorient their thinking, for many
businesses, like government, have focused their energies on the
domestic economy. Too often import competition has been taken
lightly and export markets have been ignored. We are no longer an
insulated, self-sufficient continental economy. The time has come
for us to stop acting like one. With the increased openness of
markets resulting from the Nultilateral Trade Negotiations (MTN) and
increased competition in the 1980's, U.S. business will have to find
more of its sales growth in foreign markets.

The Government can help, particularly by removing obstacles and
disincentives to increased export efforts. The Department of
Comerce will be devoting increasing attention to identifying
obstacles to export expansion, calling them to interagency attention
and searching for ways to remove them. The Government can also
increase its efforts to help business locate and exploit export
opportunities, to ensure adequate export financing, and to obtain
fair and open accees to foreign markets.
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for our part, reorganization of the trade functions of government is
a vital first step in improving the export performance and import
competitiveness of American goods and services. If reorganization
is to be successful, however, the trade responsibilities of
government must be centralized and streamlined.

The U.S. Trade Representative (USTR) will be responsible for
coordinating our international trade and direct investment
policies. The Department of Cometrce will work with the USTR and
will be responsible for the implementation of the nation's trade
policies through the day-to-day operation of most of our
non-agricultural trade functions.

This proposed partnership is a nat.ral extension of the ongoing,
highly successful partnership of the STR and Commerce during the
Multilateral Trade Negotiations. As Ambassador Strauss has noted,
the Commerce effort was indispensable to the successful outcome of
the ETN; continuing this partnership permits the Government to build
on strength and to grow from it.

The Department's strength in this area was due to the fact that more
than 40 Commerce staff persons were available to provide the
principal staff support to STR in the negotiation of the NTN. Many
of these people served on the front line, participating in the work
of the U.S. delegation in Geneva; they therefore have intimate
knowledge of all aspects of the MTN. Those persons will now be
responsible for the day-to-day implementation and monitoring of the
trade agreements.

The task of consolidating the day-to-day operations of the trade
functions of government (other than agriculture) into an enhanced
Department of Commerce is an enormois one. We in Commerce have
devoted a good deal of attention to how the Dapartment must be
reorganized to manage a broader rance of trade responsibilities. We
have a sound plan to assure that the transfer of ongoing
programs--especially the antidumping and countervailing duty
functions from Treasury--will occur smoothly and function
efficiently.

Even with a sound institutional base, reorganization can succeed
only if the programs are being carried out by highly qualified,
capable and motivated people. The first step is to assure
appropriate leadership. Towards this end, our reorganization plan
provides for the creation of such new positions as Under Secretary
for International Trade and two new Assistant Secretaries. In
addition, we shall seek a substantial number of Senior Executive
Service positions for the Commerce trade program, thereby providing
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noteworthy that a tansk force headed by the Oeneral Counsels of
Commerce and Treasury is conducting a talent search to find the beat
qualified persons to fill all key leadership positions in the
vitally important antidumping/oountervailing duty area.

This is a good start, but only a start. If leadership is to
succeed, it also must have capable staff persons. Tn that regard,
we are undertaking a number of special measures and efforts. first,
we have initiated a freeze on 120 positions that are currently
vacant in the Industry and Trade Administration (ITA), which is the
area of Commerce which currently supports our uaor international
trade activities. This freeze will continue until there has been an
opportunity to review an overall recruitment and staffing plan that
addresses the major personnel needs associated with trade
reorganization. moreover, we expect more than one-fourth of ITA's
existing staff to turn over in the next few years, due largely to
retirements.

Second, there are 130 new positions provided for the antidumping and
countervailing duty functions in che Treasury Department
appropriations act signed September 29, 1979. Those 130 now
positions will come to Commerce from Treasury as a result of
reorganization. A joint Comerce-Treasury/Cust:oms task force has
been working on this issue for three months. Customs recently
borrowed 20 positions from Main Treasury, in anticipation of passage
of its appropriations bill, in order to get P head start on filling
those 130 positions by January 1, 1980 when the new antidumping/
countervailing duty laws take effect. Coemerce is carefully
monitoring this hiring process and is being fully consulted on the
filling of all vacancies.

Third, we have formed a work group with State to explore ways to
facilitate the transfer of State personnel to the Foreign Commercial
Service.

The net result of these changes is an opportunity to bring 500 new,
highly talented professionals into our trade program rather
quickly. Thus, the Department has a great deal of flexibility in
meeting the personnel demands of its new trade responsibilities and
is moving to capitalize on this opportunity.

At this time, Mr. Chairman, I wnuld like to describe briefly for the
Committee the proposed structure and division of responsibilities of
ad enhanced Department o' Commerce. The detailed plan has been
submitted to the Committee along with copies of the text of my
testimony here today.
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S3CRAR MAJL RPSIOSIIILITIfS

The Administration's reorganization plan provides for trade,
involving both international and domestic issues, to become a
principal responsibility of the Secretary of Comerce. To help
ensure that *xp-rt financing policy is consistent with trade policy
in general and export promotion policy in particular, the Secretary
will serve as a non-voting Director of the board of the
Ixport-Import bank. As chief operational officer of Commerce, the
Secretary will assure that all elemetts of the Department whose
activities relate to international trade are coordinated.

The principal goal of the Department wil' be to foster the
international competitiveness of U.S. industry. To help carry out
these responsibilities, it is proposed to create the post of Under
Secretary for International Trade, to be directly responsible to the
Secretary for overall development and management of the Department's
tride functions. The creation of such a post will ensure that the
vital area of trade policy implementation will receive day-to-day
attention at the highest levels of the Department. Moreover, to
ensure that daily managerial direction is a reality, we propose to
create a Senior Executive Service post of Deputy Under Secretary to
be responsible for administrative functions, to manage daily
operations and to act in the Under Secretary's absence.

kqually important to top management changes are the Department's
plans to integrate its new trade responsibilities with existing
programs in the areas of trade development, trade administration and
international economic policy.

TRADE DEVILOWPNMT

The Assistant Secretary for Trade Development will be responsible
for developing and implementing the Department's programs to assist
U.S. firms to export and to promote the sale of U.S. goods and
services overseas. Principal objectives will be to assist small and
medium sized firms to export, to provide better support with respect
to major projects, and to teke full advantage of the opportunities
created as a result of the MTN agreements. Four closely associated
activities, each aimed at helping American industry sell its
products in foreign markets, and each headed by a Deputy Assistant
Secretary, will be managed by the Assistant Secretary for Trade
Development.

1. The United States Commercial Service will form the domestic
outreach arm of our trade development activities with offices
across the United States to encourage U.S. firmas to export and
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to deliver seport assistancoe ervice. directly to American
business. The ervice will build upon the Department's existing
Bureau of Field Op rations, but the Bureau'e mission will shift
to beoome primrily export-oriented.

2. The Formelgn GCMtal bervieo will be the Department's overseas
arm once th Department besorbs the responsibilities of the
Foreign Sorvice Ccunsrcial Attaches. The Department is
dedicated to creating a highly professional foreign oomercial
corps with one main responsibility the promotion aM support
of American export sales.

3. The Bureau of Trade DveloMent will plan and develop the
program and services to b delivered by the domestic and
foreign coamercial services. Working in cooporation with the
pulicy units, this Bureau will be responsible for information
and assistance programs to ensure that U.S. firms know of the
opportunities created by the MWn and know how to exploit those
opportunities. The Worldwide information and Trade System,
currently under development, will be a major tool in this effort.

4. The Bureau of Best-west Trade will help American firms conduct
business in coemunlst countries, develop and explain Bsat-west
trade policy, strengthen governmental echani·ms for erpanfding
trade with non-market economies, and expand business
understanding of the unique issues and opportunities in such
countriesn.

Together, these four units will carry out the basic trade
develop ent program of the Department of Comerce. For the first
time American business will he able to turn to a single network that
extends from domestic field offices to Washington to overseas posts
to get help in dealing with trade expansion.

With integration of domesti and overseas export promotion
activities, we can focus all our Federal resources on the targets
that are lmportant to Americen business. And we will be able to
shift resources from domestic to foreign operations as needed.

Noreover, the more varied career possibilities--including posting
and advancement to senior poritions in the field, in Washington, and
overseas--will greatly enhance our ability to recruit talented
professionals. We plan to ensure that our trade development
officers will gain, through rotation, wide experience in U.S. field
offices, in Washington, and in overseas posts. We believe this will
give us the opportunity to build a rewarding and exciting aareer
system which will attract and hold top-flight people.
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Consolidation of trade development within the Commerce Department il
long overdue. The Department has substantial expertise in trade
promoticn, with many specialists who have devoted their careers to
conducting export promotion programs. They constitute the core from
which we can grow. To be effective, trade promotion must be closely
allied with expertise on trade policy, trade rules, and domestic
industry trends. This expertise exists within the Department and
will be drawn upon to make trade promotion an integral part of the
trade policies of the United States.

TRADR AINIISTRATON

The Assistant Secretary for Trade Administration will have overall
responsibility for the management and operation of programs
involving the regulation of imports and exports, especially the
antidumping and counterva'ling duty and export control laws of the
United States. This arrangement will improve the management of
these critical functions by clearly identifying an official subject
to Congressional confirmation as the person responsible for carrying
out the will of Congress. There will be two major components under
the Assistant Secretary, each headed by a Deputy Assistant Secretaryr

1. The Bureau of Import Administration will be responsible for the
investigation, monitoring and enforcement of antidumping and
countervailing duty cases, for Foreign Trade zones, and for
statutory import program.

2. Thbe ureau of Sxort Administration will be responsible for
export licensing, short supply controls, anti-boycott
compliance, and industrial mobilisation. Our primary goal in
this area has been and remains to enforce export regulations
vigorously, but with the least possible disruption of U.S.
export interests.

Naneging the artidumping and countervailing duty issues will pose a
number of challenges for the Department that go beyond the
administrative aspects of any transfer of functions. First, the
Trade Agreements Act of 1979 substantially changes the investigative
process, introducing many new procedural requirements and
significantly cutting the time allowed for such investigations,
thereby resulting in a significantly increased workload. Moreover,
theme programs have suffered in the past from a lack of adequate
staffing. The Administration is acting to address these problems.
We note the recent Congressional approval of the Treasury/Customs
FY80 appropriations act, which provides for the additional resources
needed to carry out these functions effectively.
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Tle Department of Comeroe will give antidumping and countervailing
duty programs the hiqh priority which Congress intends, will address
them at higher levels, will sttrealine their operatlons and should,
therefore, be able to attract and motivate officers who can make the
programs igorous and effective.

lwTIWTATIlOAL SCOIOKIC POLICY

The Assistant Secretary for International Boonomic Policy will be
responsible for policy research, analysis and development, and for
implementing a wide variety of trade and investment programs. These
include the follow-up, implementation, and monitoring of the MTN and
other trade agreementns the development of recommendations to
improve the access of U.S. service industries to foreign mar.its and
to improve the access of all industries to export financing and
creditor the development of Departmental positions on positive
adjustment and international sectoral issuels and the conduct of the
Department's textile and apparel industry program.

The international economic policy area will contain four units, each
headed by a Deputy Assistant Secretary.

1. The Bureau of Trade Araeements will be responsible for
implementing the tUS agreements for non-agricultural trade,
including informing U.S. business of new trade opportunities and
rights, monitoring foreign compliance, aiding in the settlement
of disputes, and identifying problem areas requiring policy
consideration by the UTR and the TPC.

The Department will undertake a major effort to acquaint U.S.
business with the specific provisions of the NN. "Plain
Bnglishu summaries and descriptions of the MTN codes will be
developed and conferences and seminars will bhe organized to
*nsure that U.S. firm know of the wide range of trade
opportunities under the WNM.

We also will work to ensure that U.S. rights under the GATT and
other trade agreements are preserved. In this, we will be
assisted by the private sector advisory process (the Industry
Policy Advisory Committee and Industry Sector Advisory
Committees), which will provide information and advice on all
aspects of international economic policy and programs.

We will establish a Trade Complaint Center, to which business
may bring questions, complaints and problems regarding the NTN
and other tradq agreements. A telephone "hot line" will be
initlated to facilitate the operation of the Center.
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2. Mbe "ewt of linino. Inv et nt. Id lrvl wvii have
responbiitie for esaang foreign Inst t, taxation,
serviLes, antitrust, financial and other sseu affecting
trade. This Bureau will be the locus of the Department's
expanded effort to identify the broad spectru of international
business and economio issues that affect U.S. service
industries. The Bureau will also analyse questions a*fecting
multinational corporations, will reoomand actions to improve
the U.S. investment position, and will oontinue to monitor
foreign investment in the United States.

3. The Bureau of Policy Plannin and Analysis will analyse
incentives and disincentives to U.S. exports and develop
recoenendations to improve the U.S. export position. we will be
working also to identify sectoral problems and will prepare
positions for international discussions of positive adjustment
and industry sector issues.

Since trade policies must be aimed at solving the problems of
the future, we will be mounting a major new effort to analyze
our competitiveness and to forecast the trade and investment
problems of the future.

4. The Bureau of Textiles and ADGUrel will work closely with the
USTR on textile and apparel issues. It will participate in
textile negotiations and will assist the Office of Science and
Technology in developing programs to improve our productivity
and oompetitive position in those areas.

INDUSTRIAL ,1 "iSiS

Increasing the vitality of domestic industry is the only way to meet
international competition. A wide variety of Comerce and other
agency programs are directed toward this objective; however, there
is a compelling need for the Federal Government to develop a
stronger and more comprehensive industrial analysis capability.

The Department will be taking several steps to strengthen its
resources devoted to industrial analysis. The oornerstone of this
upgraded capability will be the new Bureau of Industrial Analysis.
Located in the Chief Economist's Office, it will be modeled after
our highly regarded Bureau of Economic Analysis and will provide
upgraded and highly professional industry analysis to Serve the
needs of government policy-makers and industry.
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SUMMARY AND CONCLUSIONS

By consolidating trade operational responsibilities in an enhanced
Department of Commerce and upgrading our sectoral analysis
capability, the Administration's trade reorganization plan draws
upon a major Departmental atrength--the ability to link trade to
policies affecting domestic industries. Trade problems are industry
problems, and until we address them as such, we cannot expect a
fundamental improvement in our trade performance.

These problems will Increase in the 1980's. To meet the challenge,
we must coordinate our efforts in such a way as to gain maximum
advantage from the MTN, and adopt measures that will help U.S.
industries to increase their competitiveness.

The reorganization provides the essential ingredients: a higher
government-wide priority on trade; concentration of non-agricultural
trade implementation responsibilities in one Department; clearer
channels for future trade policy decisions; and a heightened
attention to the analysis and solution of the problems facing U.S.
industry.

This reorganization will result in a considerably strengthened
Department of Commerce--one well equipped to monitor and enforce
trade rules in a manner which will protect U.S. rights while
ensuring that U.S. obligations are carried out; and one better
equipped to promote, foster, and develop the foreign trade of the
United States.

Thank you, Mr. Chairman.
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%Mr. B3RMKs. Our next witness is Ambassador Reublen Askew. lie is
the cllrrent Special 'rad:l( Iepreselltat ive. Ils appl)l)ointlmelnt was con-
fiileled Iv tlhe Senate on Sept emixrl 25, 197!9.

He is a lawyer. Prior to his election as G(ovrnor of Flori(la, he
srved.l in several electedl ofiichs ill Florida. lie also spent 2 years with
the Air Force dluring t Ie Kiorean confiict.

We look forwatrd to your t estiuitony, Mr. A.n;ass(ador.
We would weonlo meL sulll:mmary of your written statement which

would be inelciledl in tli recor(d of these hearings, bI)It you pro(eed
aIs youi see fit.

Wi are n leligiltel to lihave oou llere. ou might. int.roduce the p)eople
who are a(ccolnllanvin- you, if 3011 wouIli.

STATEMENT OF AMBASbADOR REUBEN O'D. ASKEW, SPECIAL TRADE
REPRESENTATIVE: ACCOMPANIELD BY WILLIAM B. KELLY, ASSO-
CIATE SPECIAL TRADE REPRESENlTATIVE: ROBERT CASSIDY,
GEN]ERAL COUNSEL; AND RICHARD IFIMJLICH, ASSISTANT SPE-
CIAL TRADE REPRESENTATIVE

Mr. ASKmEI . Thank you very muchI, Mr. ('hairmarn.
On my left is Bill Kelly, who is the Associate 'rrade Represelitative.

l3ol ('assidlv, til (lelner:al ('ounsel, and I)iek I einilich, the Assistant
Special I ra; 1h ,Representat i ve, are on my right.

I have a statement. that, I prelLpared and that I would like to sul)mit
for tlhe record, with your pe1l)(ission, Mr. ('hairman. and simply give
you a coupl) of thoughts of rinin aIs I alpl)roacli this:i re)sponsihility and
resl)ond to wlhatever qluestiolns t h chlairman or the subcomil ittee n ight
fee(! alpprlrlolpiate.

Mr. BXoOKfs. Without objection, your preapaled statement will be
included inl the record.

Mr,. ASKEW. 'I'e ('ongress, for years, has Ibeen oncerned aubout the
necessity to have a singular principal advocate for trade, feeling that
trad(e has not lawen given the Ipriority that it should.

As we went into the ilultiple MATN roulnlds of the GATT. in 196'2, the
Congress felt strongly thlat there should be a principal person to
handle theso negotiations, and thenl in 1974 they ulpgraded that posi-
tion to Cabinet level. I think that proved to h,' a very wise. move. I
think without that type of principal representation it would have
been difficltI to see tlhe accomplisllhments of the recent Tokyo round.

The office I now hold ihas been successful for what it has been asked
to do, generally speaking. I!owever, it has been successful within the
limited( sphere of nimltilateral trade negotiations. Now, I think what
thif; plall suggests is that we take a vehicle thlat has been generally
successful in a more limlited way and try to apply it to an expanded
authority, particularly trade coordination, policy development, and
direct inv(estment.

I aml not without somo appreciation of the inherent difficulty in
attempting to try to make some of these new p)roedulres work as they
relate between different dep)artmlents. There is some very strong feel-
ing that thee slould he a single department. At first bl'ish, I believe
that has soIme appeal. The problem with it, from my standpoint, is that
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tllhero are so many different. phases of our governmental activity that
reach into trade that to assume you (0ould have one person in charge
of that and therefore indirectly in charge of so Imany other govern-
mental activities; is to aslsume somiet hing that would siniplv break down
in ternis of operation.

If you could( recognlize that, Mr. IHorton. I really think it could solve
som0i of the prl)oblelis in terlns of the sp)lit between coordination and
implementation.

Howvever, this phlan envisions that, the best way to try to accomplish
the necessary reolganizationl is to continlue what plroved to be gen-
erally successful in the MITN. That. is to have a neutral broker. Be-
causo vou are going to have differences within your spheres of govern-
nment. thle are going to get to the President and he is going to have to
reconcile them. Somewhere along the line. that Plresident has got to
havo somno staff input, just as the chlairlirn and( each Melenl)er of the
(ongress mtust havo when they have conflicting diffterences within
their ownI conllstit lentcies andl t leir own stalffs.

So, the idea of having it neutral broker close to the President, with
the clout of tire Executive Office of the President. was conceived, and
I think it has worked. I think that is exactly what we are trying to
transl)oso undler this plan.

It, again, is not without some difficulties. When you start trving to
deal with soine areas where the State I)epultlllent lhas a vital iinterest,
it is going to require thc:se of us principally involved, in good faith,
to try to work oult soine operating p)rocediure(s so wea can make sure
that all of the inlput that is necessalrv for that nparticular standpoint
goes into tile total prwoess. TheIn. if tlhere alre anl diffefrencll s. of Col irse,
tilhe President can reconcile that d(ecision. 'I'he slnme is true in Treasurv
anidl in ('onlllerce.

Having been Chairnman of the President's Advisory Board on Am-
bassadorial APloilitillents, in which I served for close to :3 years, I
saw the need( to have good coordination on Ilhalf of the lprincipal )er-
son rel)resenting thie P'resident in each countrv-that is, the amnas-
sadolr. However, you (10 have situations, such a.ts inl CGeneva, where you
have multiple relpresentation.

I think the concern really should be of an insistence on tile part of
tile (Congress to the Executive to have letter coorolination so that that
ambassador always knows essentially what is going on, so that that
ambassador is never put in the position of failing to understand, or
alpplreciate, or know what is going on when he is representing another
phase of the executive branch of the Government.

I think that, more and more, thills is exactly what tile State Depart-
ment, is trying to do. And thile same is true of tile other departments.

As we seek to fulfill our obligations in these areas whelre we are being
assigned jurisdiction previously held by other departments, we are
silIll)lY going to have to mnake it work anid to try to create and sustain
effective human relationships. That is essentially what we are seeking
to (lo in this whole area.

I think the dlay has passedl whiril tile United States can afford to
)have a pa.sive trn(le policy. I think we need an aggressivec trade policy.
The figures that Mr. Horton cited are impressive. Tile world, how-
ever, has changed. lWe helped bring this changing world about in order
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to help others be coml)etitive with us. lThat was in our best interest.
But. now the time has comlie when, if we negotiate a treaty, in my
opinion, we slholl(l not 1w talking just alout making sure that we as-
sumen oulr full obligations. WVe ought to b)e talking about closely mnoni-
toring everything that. haplens to insure that we also enforce our
rights ulnder that agrlement.

TlIat is essentiallv what. the President is looling to. I think, and
what the Congress is looking to, in the Office of STR.

\s I tol(l the (Commlittee on Finance in the Senate, I (lo not profess
to be a trade. expelt. But as you gentlemien know who are calle(d upon
to iimake a nilltitutle of deeisions, the final analysis is one of judgment.
An inplmrtant. element of foreign trade always has to be tile domestic
economic face of a given issue-how it affects us in this country, how
it. affects our jobs, how we can (lo a better job of exlporting, andl how
we can (do a better jolb of competing against inl)orts.

This reorganiiization p)lan envisions that we are going to take the
op)erating relationslilp of the NMTN and give it additional responsi-
I)ility. Thlcre is no way you c(an put down in writing exactly how
ev el one is supl)pose(d to act. A lot. is going to have to depend on the
good() faithl of the people in plac4e and their commliitmlent to the Con-
gress. who passed the law, to minake it work.

Mr. Binwis. Thank you very much.
I have a couple of questions.

Volul(l voul (les(rilb the role of the SIwcial Trad(e Representative
vis-a-vis the Trade Policy Committee? I)o you plan to discuss fully
all tra(le policy initiatives with all nllllners of the Trade Policy
(nommittee ?

Mr. ASKEw. 1r. (Chairmulan, the Trade Policy Conumittee is essen-
tially an institiutional ilechlanismn designed to assure input on behalf of
(Wleryone who is involved on the 1TPC.

It is true, flrom my understanding, that this T'lrade 'Policy Commit-
tee has not iiet frequently in terlns of the principals. HIowever, the
p)rincipals have inpult on at staff level, and the very fact that the staff
tries to recolncile soile of these issues consistent witht the paramleters
of wlhat the princilpals sett out (oes not necessarily Imean that a prin-
cipal is not lhaving any input.

As I understand it also, this comnlittee has met two or three times
in the past year.

It woull tw my feeling that it would meet when there was any issue
of sufficient imlIortance to necessitate the presence of the principals.
Biut we would try to utilize the systemn to try to work out any (liffer-
ences short of that.

Mr. BR)K. Mr. Mr. Ambassador, the Plresident's reorganization plan
gives you primlary resplonsibility for developing and coordinating
direct investment inlatters insofar as they relate to international trade
policy. flow (ldo you view thiis role, and what do you plan to do in it!

Mr. ASKEW. I think it is an important role, Mr. Chairman, and one
that we ale going to have to pulrsue in a new light.

I am not sulre whether or not this country has a policy, per se, in
this area. I say this particularly as sonie of the countries now are, nego-
tiating bilatenIl agreLements on ditect investment. Gerniany has con-
e(ll(led such agreellments, Switzerland and several others, including the
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United Kingdom have done so as well. We would try to negotiate a
sit uation in whichll an foreign investment of ou rs going to other coun-
tries wouli ble 1)roperl'y protected with somlle understanding of how we
were going to treat them and they were going to try to treat us. This
area relmi.res attention. It is anl area that I (lo n(;t b)elieve has been
given :ll the attention it shoiul(l. To tihe extent that we can. we intend
to do that.

Mr,. BR(IKS. With tlhe a(lvice of tllhe Trade Policy Commnittee. thle
Tra(le Replresentative is emplowereCd to issue "policyr guidance" to
departments and agencies on tlle explansion of exports fronl the United
States. Wi\'ll this guiliance control the operations of tie Departments
of ('onllllelrc, eAgrictlltullre or Energy ?

Mr. ASKEW. Obviously not, sir. No. it woul(l not. What it woulldl do.
hopefully, is to set a poiicy that they colld follow through and imple-
ment. But there is no intent on the part of this reorganization plan
to put the STR in a position to be able to control the activities of any
depart ment.

Mr. BROOKs. As Vice Chairman and voting member of the board of
the Overseas Private Investment ('orp., do you plan to take an active
role in the business of OPIC ?

Mr. AsKEW. Yes. sir.
Mr. BROOKS. I)o yVO l)lan to assign plersonnel abroad, other than

in Geneva as mentiolled in the President's message accompanying the
reorganization plan ?

Mr. ASKEW. There has been a good (leal of discussion of this possi-
bility by the National Governor's Association. I think Senator Roth
has solle strong feelings oil this subject. IBlt right now, the supple-
mental request we have at OMB does not envision any overseas opera-
tions other than the GATT ill Geneva. I tllink the area has sonime valid-
ity for consideration. but presently our recommendations do not take
in numbers in that regard.

Mr. BRooKs. I have a few other questions I will submit for you to
give me written answers, hopefully in time for our report, Governor.

Mr. ASKEW. Yes, sir.
Mr. BROOKS. Without objectionl they will appear in the record at

this point.
[The material follows:]

STE QUESTIONS

Question. Do you view the Trade Policy Committee as a decisionmaking au-
thority with specific trade policy operating responsibility ?

Answer. No. Operating responsibilities lie with the line departments and
agencies, and the USTR. The TPC is advisory, rather than a decisionnlaker.
The decisioninakers are the USTR and the President.

Question. In the event of a disagreement between the Special Trade Represen-
tative and the Secretary of Agriculture on the question of a trade initiative in
the area of U.S. agricultural exports, how do you perceive your role?

Answer. In the event the USTR could not work out any disagreement with
any te'low ('alinet officer, that offiler %%ould le free to al)j'eal to the 1'rei4dent.

Question. Under Reorganization Plan No. 3, what will be the role of the Trade
Negotiating Committee?

Answer. The TNC is designed to provide Interagency advice and guidance to
the USTR on the management of International negotiations under its mandate.

Mr. BROOKs. Mr. Horton from New York.
Mr. HowreoN. Thank you, Mr. Chairman.
Governor, we are happy to have you with us and to have the benefit

of your testimony.
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You would be given a lot of responsibility under this reorganization
plan as the Trade Representative. Do you think you will have enough
people to do the negotiating, coordination, and policy research that is
required I

Mr. ASKEW. I certainly hope that we will, sir, and I think in the final
analysis, being a part of the executive branch, you make do with what
you have. I think this is an area, however, where the Congress exl)ressed
some very strong feeling in terms of making sure that it is adequately
staffed and adequately funded.

Our present budget for this year is clearly inadequate. We are talk-
ing about 50 people with a budget of about $4 million. When I read
some of the charges under the proposed reorganization and the Exec-
utive order as presently being circulated, I think there is just no ques-
tion that we will need sufficient people and sufficient funds, par-
ticularly travel funds, if we are to do the job.

I have been in discussioi with Jim McIntrve. I happen to enjoy
a very good personal relationship, as many of you do, with Jim
McIntyre, having known him prior to the time that he came up to
Washington. So, I have confidence that we will able to work out some-
thing satisfactory.

I know there were some big figures being floated around. I think a lot.
of those figures were based on the feeling that we might be submitting
overseas operating personnel other than at the GATT. As I said. we
are not. But we are going to need some more people in other areas.

Mr. HORroN. As the chairman said, it is going to be important for
us to have at least some ballpark figures before we go to the floor
because Members are going to ask the chairman and myself on the floor
and privately about this. It could endanger the reorganization plan if
we do not have something.

Mr. ASKEW. Having spent 12 years in the State legislature, I can
completely understand where you would not be in a position to be able
to do that until we gave you that information.

I think Mr. McIntyre made it clear that he would share that infor-
mation with you, and I will be working with him. Let me stress one
point, though. I am not without some appreciation that I have assured
a responsibility that enjoys a substantial congressional base, and I am
not totally naive in this regard in terms of utilizing that base. At the
same time, I am part of the executive branch. I want to work with them
any way I can. But I also want to keep faith with the Congress under
the present law, making sure that we have the people to do the job.

Mr. HORTON. That is fine. Do you plan any internal reorganization ?
Mr. ASKEW. Yes, sir. Right now, we are in the process of

perfecting-
Mr. HORTON. Mrs. Kreps furnished us with a reorganization chart.

Perhaps you could furnish us with something similar.
Mr. ASKEW. Yes, sir. I will be happy to do that.
Mr. HORTroN. That would be helpful.
Mr. ASKEW. Yes, sir. We will furnish that for the record.
Mr. BRooKs. Without objection, it will appear in the record at this

point.
[The material follows:]
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'.CW:AWD:!; !;lV:'i';bM, AN.NLYSIS PI:,'KC;;::. F i!.D:: A.l CO:iM!:l CE

*e,* Dcpilr Ll.,'lat wll 1:Itld lish t mhjor cal C hility for
id.t: j erlalysi;, ,plicy devc:lupient and selected
indcustry J:ssisLt.ncc efforts. T)ic coJ nl-rntone for this
cnaability will be a new Duricau of Indu:strial Analysis
nmodecled a* ter the llureau of Ec:onomnic r:,alysis -whch has
a reputation for objective, highly credible macrocconomic
analyvis i:nd reporting. Like !IA, the Lurea u of Industrial
Aniilysis (nT,.) will report to the D±parrlientrs Chief
Lconomist and have parity with BEA and the Census Bureau.
The components of the Department's nc-e industrial prograon,
beginning with BIA, arelas follows.

Bureau of industrial Analysis (BIh)

The Bureau of Industrial Analysis will provide, to a variety
of clients, objective and professional sector-specific and
cross-sector information and analysis. Its principal role
will be to serve the analytical support needs of policymakers
in Trade arnd Commnerce, in the Executive Office o¶ the
President, and in other Departnients and agencies, It will
also provide industry specific information to the Under
Secretary fc-r Trade for e:port ecvelopent tarqcltt'ng, *hort
supply, import administration and indhlstrial mobilization
requiremetnts. It w;il] provide th,: daLt base, on a micro-
economic basis, which policymakers may use in considering
issues and prooposals directed at or acfecting particular
industries.

The principal activities of BIA will include prcF: rat ion of
the following:

o current and pr.ojected data on indilst rial prices,
production, inventories, etc. at various levels
of aggregation;

o information on industrial operations, induntry
structure, industrial processes, initerindustry
relationships,- plant capacity, tc.;

- o assessments of econo;nic conditions ili viarious
industries, including analyses of the impact of
such factors as labor conditions., trade develop-
iennt, productivity, capital availability and others on

industrial performance, as well as early identifica-
tion of industry problems and opportunities;
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o ifitpacL analyr's to be: ursel in 'ed!eral dlecision-
iniil:inV on cu'irent po Ilcy rind pi ocriln i!;,ucs such
as ]lcgJisl.t on, !:PA rl.!culaLiont.i, l'TC rcco'orendla-
tio:Is, tradle negottiating positions, .encrgy policy
proposnls, etc.;

o sophisticaccd rcesarchl on issues .uch at productivity,
capital investLnclnt and industry structure.

BIA will have a staff of appiroximatcly 190 people, primarily
economists and industry specialists. ApproxirEately 140
positions will be filled w-ith qualific.d Departiental staff.
Approximately 50 positions will be filled through
Secretarial reproglatrming of vacant positions throughout
the Departnent. .

The heSd of RIA will be an individual with recognized credentials
and mana.oinent ability selected in consultation with the
Government's top economic policy advisors. Similarly
qualified officials !ill be recruited to fill 5 or 6 career
SES second-level management positions within the Bureau.

Assistant Secretary for Policy

The Office of the Assistant Secretary for Policy will provide
policl, analysis on industry and cross-indunsty issues. The
Office will be aucjnnited by the transfer of resources from
ITA's Office of llusincns: Policy Analysis. This staff of
approximately five i;ill be combined with other Policy
positions in a new Office of Indu:;trial Policy Analysis.
This Office will be responsible for:

o analyzing and making policy rccom'endlations on
cross-industry issues such as taxation, anti-
trust, labor,.issues and policies affecting small
business

o making. policy recommnendations regarding the Govern-
ment's undertaking actions in sulpport of endangered
or einerging industries.

57-408 0 - 80 - 10
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0 ;,ll;ly';IClj thelt ,'1licy ,ard ¢) F -i:t!c:w] to')'. iUvail-
,i1)1e to r'-:t ir', Ltltr l] dC-.:', J. ij;. .: ,(.eo , iti(l
(de t.rll l3 w:whiat i,'.;t itLiI tii:!o r chvl.o:mn, such
:!- alt): tij.]ltili etiecIlatoJl ref[rJr, direct
assisi:n:ce, and oLI;crs, are mo'st apJ.o'pjriate.

Assir.Lant Scc:r cl y for Sc ieclcr and T -chnclo.oy

The Assistant Secretary foi' Science anri Tcchiol1cgy now has
staff caitbility for assec.sin; inrustry-spicific
technolc.ijy conditionis, which arc beconring an increasingly
important aspect of our overall economic and coipetitive
position. To supper4nlmt this capability, 7 positions from
the former B)DL) Offide of Business Policy Analysis will be
transfeirred to the AssJistant Secretary to provide needed
support for comprcrhensive reviews of the technological
imulications of }'ederal environmental xegultions. In
addition, the Assistarnt Secretary will establish an
Industrial Developmnent Projects Staff. This staff will be
made up of 13 po!it'ionrs transfc!rred from the Office of
Dusiner.s Programs (formerly part of the abolished Burcau of
Domestic Bosincs- Development). This staff wi I draw upon
the an.:lyt.icnl products of the Bureau of Industrial Analysis
and the: sciecntiific/tcchhbolofjical supIS rt avil;] :ble from the
4ational Burcau of Stmndlard-,, the Patent and Trademark Office
and th' MaLional Technical Inforlcation Service in order to
develop options for specific progranms to aid dintressed or
cmerginq industrics. In this; w(ay, indiustry s;.nistance programo;,
such as t.hose involving the foot:w;uar, ste(:l arid jcwelry
indu:;trie-., v.ill have ar, institutional bi:se in the Department,
and be better able to tal;e advantage of sill of its policy,
industrial analysis and operational resources.

Under Secretary for.Trade

The Depart:ment's proposed new trade authoritir-s have yielded
a reorgarnization proposal establishing an Undcrr Secretary
for Trnade under whom all trade developtment, trade policy and
import and export administration progrm;ns will be organized.
The Jureau of Industrial Analysis w.ill be a primne supplier

-of indu!.t. ia]. datli and interprct.itio;, to the tinder Secretary
in the manam¢,yn.nt of all of these proqrlrans. Ilowever, a
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calfrt! of 30 peL.oplc will i. a.'!;.iclicd to (t!. I!i:.gr !;.crc. t.l:: r
for Trade for indhiit' ial wcrl:., of r.PI: C ,:1 tl t:, : L,:tU:e I.0
tre.rde pro.lran mann:ge'n.;iL. This. staff w:ill oc.',ri. :r · on it
projeclt b:sis, drawing tipoi tUih cei tra! c;:!iLy o'
liIA and Lailoring i t.s aialyses to imlport policy needs,
export promotion planning, llIN ilp]lemfntatioi: , ?tC.

Deputy Unider Secreturv for IPcvcjioni-: Alfa.ri;

While recogrliziinq the pritivary role of its ird.t itr ial inaiysis
efforts in sup'porting Federal Governnment policy ,:rid prornam
decisjoranaking, the'Departnenl hits a continui¢.!c o'lignaiion
to meet the busines5 cpmimunity's needs for i:-orrmation) and
assistance. To .eet this obi igation, the DPcpirtl.ent will
transfer rcsourccs *in the formt'r BDIUD Offic of the
Ombudstran to the )Deputy tinder S(ecret.liry. Thin sItff will
serve as the focal point for busiJness ilnul(uilr e, ro.l ince
assistance and special projects such as confercric:cs and
seminars on business related topics.
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NMr. IlonToTs. Where is your new office phylsically going toh Il lontatd I?
[r. .AsI:w. It will continue to h) Ihivysi1lly at ls)I ( .G4 St ne-. NW..

suite 720, whichl is tlee ofli(e that was set li) f;r Mlr. Str!;ais. I lowever.
this is anotheri issue tihat I will le (dislissilnr with NIlr I.Mc1lt vr(e. W(
obl)violsi v will n 0ed s i (l(liti ona1 sl)l'e: w(e really (1o not have
enough l sl)ace now for our existing staff. .\s w(,e aintic.ilat(e fullilingI thle
re:s)Onsil)ilities orf (Xpand(le( aiithioity unrI(lhrl thi( I(,vol:rlizlationI. ol)-
viously. we are going to liave to have solie new Sl)pa('ce. lWhe'e that will
be, I o10 not know, sir.

.- 1r. HoI TON. I llave soiOe other clluestions nlso that I wou1l(1 like to
subinit, and ask yo,1 to give uls a written ansn.wer for thie !rtcolrd il (ol'(l('r
that. we can pl)roeede(l a not take, ulp anyv lmoie timiue at tli, hoa rinl."

L1r. \ASKEW. Ce'tainlll .
Mr'. B]lwRoKs. Witlhout olhjc('tion. thley will appeal in the recordl at

this loint.
[That material follows:]
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QUESTIONS SUBMITTED BY MR. HORTON

QUESTION: Besides the Commercial Attaches, how many people will
actually be transferred from one agency to another?

Will you supply us with a detailed list of the number
and from what agency they will be transferred and to
where?

ANSWER: In additiorn to the commercial attaches from the State
Department, we expect that about 219 positions will
be transferred from T.easury to Commerce: (1) 14 from

the Office of Tariff Affairs; and (2) 205 from the
Customs CVD/AP investigative unit. The investigative
unit figure includes the 130 positions Congress
recently approved to handle the expected growth in the

countervailing and dumping caseload.

Up to 15 positions may be transferred to USTR from
State and up to 5 positions may be transferred to

USTR from Treasury.

QUESTION: This is a question regarding the new Deputy Secretary

of Commerce. I assume that since the Under Secretary

of Commerce position is abolished that this is simply

a title change with the new "Deputy" becoming the

number two person at the Department of Commerce, but

it is not clear. Usually there is some language such
as "the Deputy shall act in the absence of the S -re-
tary" or the like, but that is missing. Could you
explain the new position.

ANSWER: The new Deputy Secretary of Commerce will be the

second-ranking official of the Department. Section 2
of the Reorganization Plan No. 2 of 1950 authorizes

the Secretary to delegate any function and we believe
that this is adequate authority for the Secretary to

designate the Deputy Secretary as second-ranking
official. We expect that an appropriate secretarial
delegation will be issued when the first Deputy

Secretary takes office.
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QUESTION: In the Message ,t is very clear that one of the new
Assistant Secretaries of Commerce will be for "Trade
Administration" and the other for "Export Development."
Yet, in the actual Plan, these titles are not assigned.
Can you tell us why they are not designated?

ANSWER: The reorganization plan denominates the new Under
Secretary as Under Secretary for International Trade.
In keeping with the general practice regarding
Assistant Secretaries of Commerce, the plan does not
name the two new Assistant Secretaries. They will be
named administratively by the Secretary, as is now
the case with regard to the Assistant Secretary for
Industry and Trade (this position will be the third
Assistant Secretary reporting to the Under Secretary
for International Trade).

QUESTION: Exactly what are your plans for the Commercial Attaches?
Your message says that 'initially" they will be trans-
ferred to the Commerce Department, yet the message con-
tinues that "over time;' ... "undoubtedly the Commerce
Department will review the problem. I think that it is
unfair to leave these public servants left dangling
with an "undoubtedly something will be done" response.

ANSWER: All 162 existing full-time commercial positions are to
be transferred at once. Any additions will be made
incrementally and probably over quite a few years; we
expect no sudden changes of significance once the
initial transfer occurs.

QUESTION: Who will be the actual negotiators in commodity nego-
tiations? Will it be negotiators from the State
Department, the new STR, or perhaps both?

A follow-up question to that is, who will be in charge
of cormodity negotiations? I assume that it is the
new STR.

ANSWER: Th.e U.S. Trade Representative will have primary
authority and responsibility for commodity negotia-
tions. USTR will draw heavily on the expertise of
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tne State Department in commodity negotiations, though,
and may call upon State to lead such negotiations when
nontrade-related issues are presented.

QUESTION: Who will be the actual negotiators for energy negotia-
tions, the State Department, the Department of Energy
or the new STR, or some combination?

A follow-up question to that is, who will be in charge
of energy negotiations? Again, I assume that it is
the new STR.

ANSWER: The Secretary of Energy and State, both sitting on
the Trade Policy Committee, will advise the Trade
Representative on energy trade policy, with the right
to appeal directly to the President if either or both
should disagree with the decision of the Trade Repre-
sentative. Negotiations will be conducted by all three
agencies at different times, but policy guidance for
negotiating positions will come from the Trade Repre-
sentative (acting with the advice of the TPC).

QUESTION: Can you supply us with a list of exactly what new
Multilateral Trade Negotiations (MTN) implementation
functions are switched to the Commerce Department?

ANSWER: Commerce, a member of the TPC, will coordinate with
the Trade Representative on MTN implementation. It
will be responsible for functions that are best
handled by constituency-oriented agencies, including:

o educational and promotion programs,
o technical assistance to the private sector,
o consultations with private sector advisory
committees,

o data base development and maintenance,
o staffing for formal complaints,
o information dissemination,
o analytical support,
o developing basic information on foreign laws,
regulations and procedures affected by MTN
agreements,
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o monitoring foreign compliance, and
o assisting U.S. exporters in qualifying for

foreign government procurement opportunities,
identifying problems, securing certification,
etc.

QUESTION: Concern has been expressed that since the Plan does
not explicitly mention the "service industry" that
this might be overlooked, yet it is one of our few
bricht spots in the trade area providing us with a
surplus of $23 billion in our balance or payments
accounts in 1978. I have a two-part question. First,
is the "service industry" included in your trade
reorganization; then, second, what agency or group
will be in overall charge of the service industry
aspects of trade?

ANSWER: Trade in services definitely is included in the term
"trade." As in other areas, the Trade Representative
with the advice of the Trade Policy Committee, will
establish policy, and line agencies -- particularly
the Commerce Department -- will carry it out.

QUESTION: What is your understanding of the relationship between
STR and the Trade Policy Committee? Will you or the
Committee be the final authority on trade policy?

ANSWER: The Trade Policy Committee will be the interagency
mechanism through which each interested agency will
have its legitimate input. The TPC will be advisory
to the Trade Representative; of course, if a member
disagrees with his final recommnendation, that member
is free to appeal to the President. The President is
the final authority.
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QUESTION: Could you explain to us the exact function of the
Trade Negotiating Committee?

ANSWER: The function of the Trade Negotiating Committee is to
manage negotiations in accordance with TPC and USTR
policies. It will develop negotiating tactics and
strategy within the policy guidance laid down through
the TPC and the USTR. It will be made up solely of
the departments actually involved in the negotiating
delegations.

QUESTION: How many people do you think will be required for the
STR office in Geneva?

ANSWER: Approximately 11.

QUESTION: You have been charged with the lead responsibility
for trade and commodity matters in the Organizations
for Economic Cooperation and Development (OECD).
How many people will that take, will they all be STR
personnel, and where will they be located -- in Wash-
ington or overseas?

ANSWER: STR will have people involved in OECD trade and
commodity matters; they will be STR personnel located
in Washington; we do not presently expect to have STR
people working at the U.S. mission to the OECD.

QUESTION: You are also charged with the lead responsibility for
the United Nations Conference on Trade and Develop-
ment (UNCTAD). How many people will that take, will
they all be STR personnel, and where will they be
located?
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ANSWER: We expect 8 people to spend a substantial proportion
of their time working on UNCTAD trade and commodity
matters. Most will be STR personnel in Washington;
however, our delegation in Geneva will also have 2
STR personnel working on trade and commodity matters
in UNCTAD.

QUESTION: You have been charged with policy in virtually all
trade matters from import remedies, to East-West
trade, to energy trade, etc. Do you intend to do
all "in-house" policy research, or do you intend to
rely on the line agencies and coordinate policy?

ANSWER: We will rely on line agencies to do much of the
policy research.

QUESTION: What is your understanding of the role ot the new
Deputy Secretary of Commerce? Is that simply a
title change with the Under Secretaryship that is
being abolished?

ANSWER: The reorganization plan provides for the establish-
ment of a Level III Under Secretary for International
Trade, who will be responsible for trade matters.
Legislation pending would provide also for a Level
III Under Secretary for Economic Development. The
Administrator of the Natioaal Oceanic and Atmospheric
Administration is also at Level III. The net result
would be four Level III executive officers in tie
Department.

It makes sense, therefore, to upgrade the existing
Under Secretary to a Deputy Secretary to avoid
sensitive problems or precedence among program
executives. This would accord with the existing
management structure of the Departments of Defense,
State, Treasury, Justice, Agriculturpe Transportation,
and Energy, each of which has a Deputy Secretary.
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QUESTION: In the Message, the two Assistant Secretaries are
designated, one for "Trade Administration" and the
other for "Export Promotion," yet they are not so
designated in the Plan. Is there a reason for that
from your perspective? Would you object to them
being so designated?

ANSWER: Under the reorganization proposal, attention to
trade matters will become a principal mission of
the Department. The creation of the position of
Under Secretary for International Trade ensures
that the vital area of trade policy implementation
will receive the kind of day-to-day attention at
the very highest level of this Department that it
both demands and deserves. There will be added to
the Department 2,500 people, including approximately
1,000 who are being transferred from the Depart-
ments of Treasury and State. Moreover, in our
proposal, we have identified three major areas of
trade responsibilities -- trade development, the
administration of import and export programs, and
international economic policy -- each of which
warrants hion level management and leadership at
the Assistant Secretary level (only two additional
positions are needed, as there is already an
Assistant Secretary for Industry and Trade).

QUESTION: I have a series of follow-up questions regarding
these Assistant Secretaries. First, the Plan and
Message lists two, yet the proposal submitted by
you lists three. Can you explain where this
third one came from?

ANSWER: Only two Assistant Secretary positions are needed
since authority already exists for one Assistant
Secretary (now the Assistant Secretary for Industry
and Trade).

QUESTION: Second, if the third Assistant Secretary is simply
a change in name for the present Assistant Secretary
for Industry and Trade, won't that cause a problem
since he has some domestic industry duties?
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ANSWER: In recent years, most of the focus of the Industry
and Trade Administration has been on international
and export issues. We anticipate the ability to
handle properly those few matters which are purely
"domestic" through some functional transfers to the
new Bureau of Industry Analysis under the Chief
Economist, the Assistant Secretary for Science and
Technology, the Assistant Secretary for Policy, etc.

QUESTION: Third, why are the names of the Assistant Secretaries
different from those listed in the President's
Message? The "Trade Administration" title is left
unchanged, but "Export Promotion" seems to have
disappeared.

ANSWER: Some titles have been changed slightly to more
accurately identify the responsibilities of the
particular assistant secretary.

QUESTION: Can you explain to us what career pattern you
envision for the Commercial Attaches?

ANSWER: Members of the Foreign Commercial Service will
have career tracks available to them in the
Department of Commerce.

As Foreign Commercial Service Officers, they can
aspire to chief of commercial section positions,
which in major embassies will carry with them
Counselor of Embassy titles and responsibilities.
In embassies with active commercial programs, such
as Tokyo, Jidda, London and Bonn, counsel of
embassy positions will have significant management
and trade policy responsibilities and will have
Senior Executive Service-level grades. It is also
anticipated that, on a selective basis, these
officers may be considered for Principal Officer
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positions at consulate generals and for Deputy
Chief of Mission and Chief of Mission (Ambassador)
positions at posts with major commercial programs.

Within the Department, the full range of junior
to senior positions will be available to Foreign
Commercial Service Officers. Career patterns for
these officers envisage assignments within the
Department and its domaestic field officers which
will prepare them to compete on equal terms, with
domestic counterparts, for the Department's senior
career positions.
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Mr. HowrON. Thank you very much, Governor, and best wishes
to you in the new responsibility that you have. It is an awesome
responsibility but ai very important responsibility for the good of
this oountry.

Mr. AsrEw. Mr. Horton, I think it is; I think, when we look at
wlhere we are in terms of the world andl at the (liinishing percentage
of our GNP as far as exports are concerned, and when we see what
is happening to us in terms of the dollar, particularly our tremendous
trade imbalance, we must realize that we are all going to have to pull
together.

What impressed mt most in this area as an outsider at the time of
the congressional apl)lroval of the tradle agreements was what I
thought was a unique working relationship on a bipartisan basis in
both Houses of the Congress, working with the Congress and the
President, and, in particular, taking into consideration the meaning-
ful input by the private sector, which I think this kind of cooperation
will continue to be critically important to the success of the operation
of this office, the same as it was in the accomplislment of the MTN.

Mr. BROOKs. Thank you. Mr. HIorton. Tile gentleman from Florida,
Mr. Fascell.

Mr. FASCEIL. Thank you, Mr. Chairman.
I am delighted to welcome the Governor here today and to say that

to his new job of such awesome responsibilities, the Governor brings
a wealth of legislative and administrative exl)erience. In my judgment
-and I say this with personal knowledge-the Governor is certainly
the right man for such an important position in the Federal
Government.

One of the first changes of this position will be to maintain a re-
lationship with the Congress. I would like to ask the Governor how
he views that.

Since you will ble directly in the Office of the President, you could
avail yourself, I suplxwse, of the cloak of the President in your avail-
ability to the Congress. Yet the position you have undertaken requires
so much internal coordination andl such a close relationship withl the
Congress. How do you, in general terms. perceive that?

Mr. AsKEW. A year front now, I will tell you for sure exactly how
it works. But I perceive that my responsibility is one of working
for the Congress as well as for the President. I understand the consti-
tutional basis of this whole area, and I guess one of the things that
attracted me to accept this responsibility, Mr. Fascell, was the fact
that there was a conglressional base, particularly in working with
the House Ways and Means Committee, and Trade Subcommittee,
and the other relevant committees as well as with the Senate Com-
mittee on Finance and their subcommittee. To have the congressional
base to try to do the job well as well as to enjoy status in the Cabinet
of the President with only a relatively small staff-all this attracted
me.

I do not profess to have all the talent that Bob Strauss has in terms
of being able to work with all of the Members of the Congress. How-
ever, I know that without such a relationship I will not be able to do
the jo' effectively. So I will try to work with you very closely. Beyond
that, I look forward to our relationship, not only in terms of principles
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'but also in terms of our staffs, which I think also will be critically
imPportant.

Mr. FASCELL. Thank you very much.
Mr. BRooKs. We want to say, Mr. Ambassador, we certainly ap-

preciate your testimony here, and we are delighted to have you. We
appreciate the candid and helpful responses from all the witnesses.

The hearings will continue on Thursday when Congressmen Vanik,
Long, and several witnesses from private businesses and organizations
will testify.

I am hopeful that we can mark up the bill on Thursday. I do not
think that will take too long. I would like to mark it up then, and
I will put the members on notice that we will need to have them all
here for that procedure.

The subcommittee is adjourned until 9:30 a.m., on Thursday.
[Mr. Askew's prepared statement follows:]
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REMARKS OF AMBASSADOR REUBIN O'D. ASKEW

TO THE SUBCOMMITTEE ON LEGISLATION AND NATIONAL SECURITY

MR, CHAIRMAN AND MEMBERS:

I AM PLEASED TO HAVE THIS OPPORTUNITY TO SHARE WITH

YOU MY VIEWS ON PRESIDENT CARTER'S REORGANIZATION PLAN #3,.

WHICH RESTRUCTURES THE TRADE FUNCTIONS OF THE UNITED STATES

GOVERNMENT.

DIRECTOR McINTYRE HAS DESCRIBED THE PLAN, SO I WILL

CONCENTRATE ON HOW iT WOULD AFFECT MY OFFICE, THE RENAMED

UNITED STATES TRADE REPRESENTATIVE (USTR).

1
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FIRST, HOWEVER, IT IS WORTH NOTING FOR THE RECORD

HOW THIS OFFICE HAS EVOLVED. THE OFFICE WAS CREATED BY

THE CONGRESS IN THE TRADE EXPANSION ACT OF 1962 TO PROVIDE

A MECHANISM UNDER THE DIRECTION OF THE PRESIDENT FOR

REPRESENTATION OF THE BROAD NATIONAL ECONOMIC INTERESTS

OF THE UNITED STATES IN INTERNATIONAL TRADE NEGOTIATIONS.

THAT MEANT WEIGHING AND BALANCING THOSE SOMETIMES CONFLICTING

NATIONAL INTERESTS WITH THE GREATEST POSSIBLE OBJECTIVITY,

AND WITHOUT GIVING UNDUE WEIGHT TO ANY PARTICULAR

CONSTITUENCY OR UNITED STATES POLICY OBJECTIVE.

2
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THE ROLE AND RESPONSIBILITIES OF THE SPECIAL TRADE

REPRESENTATIVE HAVE BEEN SIGNIFICANTLY ENHANCED AND BROADENED

BY THE CONGRESS AND FIVE PRESIDENTS SINCE 1962, UNDER THE

TRADE ACT OF 1974 AND THE TRADE AGREEMENTS ACT OF 1979.

THE TRADE AGREEMENTS ACT OF 1979 MANDATED THE EXECUTIVE

REORGANIZATION OF TRADE FUNCTIONS NOW BEFORE THIS SUBCOMMITTEE.

I SEE THE NEW OFFICE OF UNITED STATES TRADE REPRESENTATIVE

AS A DIRECT AND LOGICAL OUTGROWTH OF THE BASIC CONSIDERATIONS

WHICH LED TO ITS CREATION 17 YEARS AGO. THOSE CONSIDERATIONS

WERE THAT:

3
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-- THERE SHOULD BE CLOSE CONSULTATION AND COOPERATION

AMONG THE PRESIDENT, THE CONGRESS, AND PRIVATE ENTERPRISE

IN DEVELOPING AND CONDUCTING TRADE POLICY;

-- LEGITIMATE CONSTITUENT TRADE INTERESTS OF THE

SEVERAL EXECUTIVE DEPARTMENTS AND AGENCIES SHOULD BE

COORDIiJATED. AND

-- THE NATION NEEDS A SINGLE, COHESIVE FOREIGN TRADE

POLICY WHICH IS TRULY REPRESENTATIVE OF THE OVERALL

NATIONAL ECONOMIC INTEREST.

4
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I WOULD LIKE TO NOTE, MR. CHAIRMAN, THAT THIS ADMINISTRATION

HAS WORKED VERY CLOSELY WITH THE CONGRESS IN DEVELOPING THIS

PLAN. THE VIEWS OF ALL INTERESTED MEMBERS WERE SOUGHT,

CONSIDERED, AND, AS MUCH AS POSSIBLE, REFLECTED IN THE

PRESIDENT'S PROPOSAL.

UNDER THIS PLAN, THE USTR WOULD BE THE PRINCIPAL TRADE

SPOKESMAN FOR THE PRESIDENT ON INTERNATIONAL TRADE, COMMODITY,

AND DIRECT INVESTMENT POLICY, REPORTING DIRECTLY TO THE

PRESIDENT. THE OFFICE WOULD CONTINUE TO CARRY CABINET RANK,

WITH A SMALL STAFF LOCATED IN THE EXECUTIVE OFFICE OF THE

PRESIDENT,

5
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THE USTR WOULD CONTINUE TO CHAIR THE INTERAGENCY TRADE

POLICY COMMITTEE AND ITS SUBORDINATE GROUPS, WHICH PROVIDE

ADVICE TO THE USTR, AND THROUGH WHICH POLICY IS COORDINATED.

BUT THE SCOPE OF THE TRADE POLICY COMMITTEE WOULD BE WIDENED

SUBSTANTIALLY TO INCLUDE ALL INTERNATIONAL TRADE,' COMMODITY,

AND DIRECT INVESTMIENT POLICY MATTERS.

THE USTR WOULD SERVE AS THE FOCUS FOR INTERNATIONAL

TRADE POLICY DEVELOPMENT, COORDINATION, AND NEGOTIATION.

THE OFFICE WOULD BE RESPONSIBLE FOR DEVELOPING POLICIES ON

IMPORT REMEDIES, EXPORT EXPANSION, EAST-WEST TRADE,

COMMODITIES, INTERNATIONAL INVESTMENT POLICY, ENERGY TRADE

POLICY, AND BILATERAL TRADE RELATIONS.

6
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THE USTR WOULD ALSO PLAY A SUBSTANTIAL ROLE IN THE

FORMULATION OF NATIONAL POLICY IN OTHER AREAS WHICH HAVE

MAJOR TRADE IMPLICATIONS.

THE USTR WOULD BE RESPONSIBLE AS WELL FOR REPRESENTING

THE UNITED STATES TO THE GENERAL AGREEMENT ON TARIFFS AND

TRADE (GATT) AND ON TRADE, COMMODITY, AND CEFTAIN INVESTMENT

MATTERS BEFORE THE ORGANIZATION FOR ECONOMIC COOPERATION AND

DEVELOPMENT (OECD) AND BEFORE THE UNITED NATIONS CONFERENCE

ON TRADE AND DEVELOPMENT (UNCTAD).

7
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IN RECOGNITION OF THE INCREASING IMPORTANCE OF

SERVICE EXPORTS TO THE U.S. ECONOMY AND THE U.S. BALANCE

OF PAYMENTS, THE USTR WOULD EXERCISE LEADERSHIP WITH

RESPECT TO THE INTERNATIONAL NEEDS AND TRADE PROBLEMS

OF U.S. SERVICE INDUSTRIES. ALREADY, THE OFFICE OF

THE SPECIAL TRADE REPRESENTATIVE IS GIVING PRIORITY

ATTENTION TO A STUDY OF TRADE BARRIERS IN SERVICES

BEING CONDUCTED BY THE ORGANIZATION FOR ECONOMIC

COOPERATION AND DEVELOPMENT.
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PERHAPS ONE OF THE MOST IMPORTANT NEW RESPONSIBILITIES

OF THE USTR WOULD BE TO DEVELOP A MUCH NEEDED EFFECTIVE

CAPABILITY TO ANALYZE AND EVALUATE TRADE ISSUES AND TRENDS

IN A SWIFTLY CHANGING WORLD MARKETPLACE, ANTICIPATING THE

EFFECTS OF THESE TRENDS.

OF COURSE, THE USTR WOULD BE RESPONSIBLE FOR OVERSEEING

THE IMPLEMENTATION OF THE MULTILATERAL TRADE NEGOTIATION

AGREEMENTS REACHED IN THE TOKYO ROUND, A TASK WHICH IS VITAL

TO REALIZATION OF THE BENEFITS OF THOSE HARD-DRIVEN BARGAINS.
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THE REORGANIZATION PLAN WOULD GIVE THE USTR NEW

RESPONSIBILITIES IN A NUMBER OF AREAS -- SUCH AS COMMODITIES,

EAST-WEST TRADE, EXPORT AND INVESTMENT POLICY. IN THESE

AREAS, WE HAVE ORGANIZED INTERNALLY TO GET OFF TO A RUNNING

START AND EXPECT TO BE IN EARLY CONTACT WITH THE CONGRESS

AND WITH THE PRIVATE SECTOR TO DEVELOP NEW APPROACHES TO

THE POLICY ISSUES INVOLVED.

IN FULFILLING THESE RESPONSIBILITIES, THE USTR WOULD

WORK CLOSELY AND COOPERATIVELY THROUGH THE TRADE POLICY

COMMITTEE WITH THE NEWLY ENHANCED COMMERCE DEPARTMENT, THE

DEPARTMENTS OF STATE, TREASURY, AGRICULTURE, LABOR, DEFENSE,

ENERGY, AND OTHER GOVERNMENTAL AGENCIES.
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MR. CHAIRMAN, AS THE PRESIDENT SAID IN HIS MESSAGE

TRANSMITTING THIS PLAN TO THE CONGRESS, WE NEED THIS NEW

MACHINERY. AS PRESENTLY CONSTITUTED, THE OFFICE OF THE

SPECIAL REPRESENTATIVE FOR TRADE NEGOTIATIONS IS CHIEFLY

RESPONSIBLE FOR ADMINISTERING THE TRADE AGREEMENTS PROGRAM.

BUT MANY TRADE AND TRADE-RELATED ISSUES ARE THE PRIME CONCERN

OF OTHER AGENCIES OF GOVERNMENT.

WE MUST MAKE AMERICA MORE COMPETITIVE IN THE WORLD

MARKETPLACE. WE MUST ENFORCE OUR NEW TRADE AGREEMENTS, BOTH

ABROAD AND AT HOME. WE MUST DEVELOP NOT ONLY A UNIFIED TRADE

POLICY, BUT ALSO A STRATEGY FOR ACHIEVING OUR INTERNATIONAL

COMMERCIAL POLICY OBJECTIVES. I BELIEVE THIS PLAN PROVIDES

THE FRAMEWORK TO DO THE JOB,

THANK YOU. I WOULD BE HAPPY TO TRY TO ANSWER ANY

QUESTIONS.
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[Whereunon, the subcommittee adjourned, to reconvene at 9:30
am., Thursday, October 18,1979.]
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REORGANIZATION PLAN NO. 3 OF 1979

(Consolidate Trade Functions of the U.S. Government)

T0U1,8DAY, OCTOBEB 18, 1979

HOUSE OF REPRESENTATIVES,
LEoISLATION AND NATIONAL SECURITY SUBCOM rrrE

OF THE COMMITFEB ON GOVERNMENT OPERATIONS,
Washington, D.C.

The subcommittee met, pursuant to notice, at 9:40 a.m., in room
2154, Rayburn House Office Building, Hon. Jack Brooks (chairman
of the subcommittee) presiding.

Present: Representatives Jack Brooks, William S. Moorhead, Dante
B. Fascell, Elliott H. Levitas, Frank Horton, John N. Erlenborn, and
Arlan Stangeland.

Also present: Eugene F. Peters, staff director: Cynthia Meadow,
Wilson Abney, and Don Stephens, professional staff members; William
M. Jones, general counsel Elmer W. Henderson, senior counsel; E.
Jean Grace and Patricia Floyd, clerks; John M. Duncan, minority
staff director; and James L. George, minority professional staff, Com-
mittee on Government Operations.

Mr. BRooKs. The hearing will come to order.
Today we are continuing hearings on Reorganization Plan No. 3 of

1979 and House Resolution 428, a resolution of disapproval submitted
in compliance with the Reorganization Act.

Tuesday we heard from administration witnesses-James McIntyre,
Director of the Office of Management and Budget; Mrs. Juanita Kreps,
Secretary of Commerce; and Ambassador Reubin Askew, Special
Trade Representative.

We will hear today from congressional witnesses and from repre-
sentatives of private industry.

Mr. Horton I
Mr. HORTON. Thank you, Mr. Chairman.
Since this trade reorganization plan now before us is so important,

I am glad that you scheduled another day of hearings in order that
we can get other opinions on the proposal. It is nice to hear administra-
tion witnesses, but they are, after all, testifying on their own plan.

I am particularly pleased that the lead-off witness is Charles Vanik,
the very distinguished chairman of the Trade Subcommittee of the
Ways and Means Committee. Since he is the one who will be working
with this proposal, I look forward to hearing his views.

I am also pleased to see testimony from Congressman Gillis Iong.
He had his own proposal and has spent so much time on trade re-
organization that his opinions of the plan are welcomed.

(171)
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Finally, I am pleased to see several witnesses from the private sec-
tor. Since one of the main purlposes of this plan is to increase trade ex-
ports, I look forward to hearing their views.

Mr. BmRoos. Our first witness this morning is Congressman Charles
A. Vanik, our distinguished colleague from Ohio.

Congmresman Vanik has a long-standing interest in trade issues. As
chairman of the Subcommittee on Trade of the Ways and Means Com-
mittee, Congressman Vanik was instrumental in forging the multi-
lateral trade negotiation agreement legislation which was signed
into law earlier this year.

Congressman, we sincerely appreciate your interest in the reorgani-
zation plan, and your help and advice up to date has been invaluable.
We look forward to your testimony.

STATEMENT OF HON. CHARLES8 A. VANIK, A EPSEITATIVE IN
CONGRESS FlOX THE STATE OF OHIO

Mr. VANIK. Mr. Chairman, I ask unanimous consent to put my en-
tire written statement into the record at this point. Then I will excerpt
from it.

Mr. BROOKs. Without objection, it is so ordered.
Mr. VANIK. I very much appreciate the opportunity to appear be-

fore your subcommittee on the President's plan to reorganize certain
trade functions of the Government.

This occasion brings to mind the recent high degree of cooperation
between the Committee on Government Operations and its chairman
and our Subcommittee on Trade of the Committee on Ways and Means
in the development and approval of the Trade Agreements Act of 1979.
I think it was a monumental piece of legislation.

One of the things we can look at with pride as we see the Senate
controversy on SALT is the way we are able to develop this very com-
plicated piece of legislation to get it through both houses of the Con-
gress by overwhelming majorities.

Because we had a consultation, not only between our committees
and between the various legislative groups that were involved in the
legislation but also because we consulted with the industrial, labor,
and agricultural communities of this country, we were able to hold
controversy at a minimum. If we had not used these procedures that
are provided in the Trade Act of 1974, we might have found ourselves
in the same kind of dilemma that the Senate finds itself in today in
its consideration of SALT.

It was a very extraordinary procedure that worked out a consensus.
Mr. Chairman, the central thrust of trade programs and operations

now more than ever before must be commercial in orientation.
The U.S.-producing industries and service enterprises must be

afforded the opportunity to compete in an atmosphere of expanding
and fair trade.

This is critically important because of our need to have a favorable
trade balance.

Most of the trade statutes which seek open and fair opportunities
and conditions for American business, producers, and consumers, in
cooperation with our trading partners have been the object of close
scrutiny under our various committees.
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It is in this context that I would like to discuss certain aspects of the
trade reorganization plan.

First, we support the President's reorganization plan. It is a needed
step in improving the coordination, development, and execution of
trade policy. In particular, it better capitalizes on the potential for
export sales so sorely needed in the face of our unacceptable but con-
tinuing trade deficits.

The specifics of new responsibility for the U.S. Trade Representa-
tive are set forth in section l(b), subparagraphs (2), (3), and (4).

It should be made clear that in consideration of the President's
trade reoganization plan. the duties of the Special Representative
for Trade Neogtiations set forth in section 141 (c) of the Trade Act of
1974 are to continue in law and in fact.

Specifically, subsection (b) of section 141(c) provides that the
Special Trade Representative report directly to the Congress and to
the President and be responsible to the President and the Congress
for the administration of the trade agreements program under this
act, the Trade Expansion Act of 1962, and section 350 of the Tariff
Act of 1930.

In the President's message on reorganization, it is indicated that the
Trade Representative will be responsible for developing and coordi-
nating trade export expansion programs.

Mr. Chairman, if the Trade Representative is to be responsible for
overall questions of policy related to the expansion of exports, it
seems desirable that he be given the primary role for development of
an overall export policy and strategy.

It also seems clear that the Trade Representative should be given the
lead role in international discussions of export financing in the OECD
and other international forum.

Some of the primary concerns of the Congress in the recently con-
cluded multilateral trade negotiations were the tax implications of
trade policy and the trade implications cf tax policy.

I feel that the reorganization should place primary responsibility
for considering the trade implications of tax policy with the U.S.
Trade Representative.

This is particularly true of the international discussions, whether
they are in the GATT-General Agreement on Tariffs and Trade-or
the OECD-Organization for Economic Cooperation and Develop-
ment-or other international bodies.

At a minimum, this area should be assigned to the Trade Policy
Committee chaired by the Special Trade Representative if it is to
receive the broad attention it deserves.

It is to be noted, Mr. Chairmon. that the Denartment of Commerce
will become responsible for administering the functions under section
808 and title VII of the Tariff Act of 1980, except for the revenue-
related functions of the U.S. Customs Service.

However, the plan also gives the UI.S. Trade Representative respon-
sibility "to the extent permitted by law" over U.S. policy with regard
to unfair trade practices. including enforcement of the countervailing
duty and antidumping functions under section 808 and title VII of
the Tariff Act of 1930.

17-401 0 - O0 - 12
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I am concerned that the Secretary of Commerce retain clear respon-
sibility over the administration of these functions, so that their effec-
tive implementation is assured. Regarding the negotiation of agree-
ments to eliminate completely or to eliminate the injurious effects of
a subsidy or agreements to eliminate completely or eliminate in-
jurious effects of sales at less than fair value-for example, dumping-
I am submitting a more detailed statement on this matter for your
consideration.

However, it should be clear that the lT.S. Trade Representative must
negotiate on the basis of the parameters of each individual case, as
provided by the officials ;n the Department of Commerce responsible
for administering the law.

The authority delegated by the Congress to the "administering au-
thority" is for the purpose of eliminating unfair trade practices and
not to avoid trade policy disputes with our trade partners.

The Subcommittee on Trade, Mr. Chairman, also has been reviewing
the effort of the Treaslurv Department to draft new regulations under
title VII of the Tariff Act of 1930, as provided in the Trade Agree-
ments Act of 1979.

It is not clear that the officials in the Department of Commerce who
will have responsibility for administering title VII and the new
regulations have had an opportunity to participate fully in the draft-
ing of the regulations developed in the Treasury Department.

In a number of instances, these new regulations establish policy
clearly not consistent with the statute or congressional intent in the
Trade Act of 1974 or thle Trade Agreements Aot of 1979.

I would hope, Mr. Chairman, that the legislative history of the
reorganization would strongly indicate that the Department'of Com-
merce would indeed be the administering authority, insofar as any new
regulations under the antidumping and countervailing duty statutes
are concerned.

This is important in many areas. But in the operation of the trigger
price mechanism, applying to steel imports, it is essential at this time.
There must be a full followthrough by the responsible officials.

Finally, Mr. Chairman, our subcommittee has been concerned with
the slowness with which the Department of Treasury has acted to
assess duties in active cases under both the countervailing duty and the
antidumping statutes.

There are a number of outstanding cases, one extending over a period
of 9 years, which is still in the bowels or the inner workings of the
Treasury Department.

I think that Congress must insist that the transfer of functions
between the Treasury and the Department of Commerce will be
handled in such a manner as to assure that the law is carried out and
appropriate duties are assessed in a manner that will avoid undesirable
precedents for future administration of the antidumping and counter-
vailing duty laws.

In regard to the issues addressed above, I would like to suggest, if
your subcommittee agrees, to work out report languages- I would
hope we might be able to help in that process-in order to insure that
these issues involving the reorganization and current patterns of con-
gressional legislative jurisdiction and oversight are dealt with in the
committee report.
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I want to add one final point that I hope you would include either
in your report or elsewhere in the legislative history.

One of the things that concerns me in the transition process is the
effect that reorganization will have on the pending antidumping cases.

I don't want anything to disturb the normal process in the disposi-
tion of one of the major cases-the television case, for example. t'here
are about 720 protests that are filed which have yet to be resolved.

I hope that in establishing the reorganization, which it is your re-
sponsibility to do, you will somehow join us in this effort to Insist on
a prompt and deligent handling and disposition of this very, very
important pending business on which our economy so Ilmuch depends.

Thank you very much, Mr. Chairman.
Mr. BnooKs. I want to thank you very much, Congressman.
I would say that we will do what we can in the report. lVe have

some limits and cannot legislate in it. We are just transferring and
consolidating agency authority. It is kind of difficult to move verv far.

I want to assure you that thle aim of the reorganization is to do just
what you said.

Mr. VANIK. Mr. Chairman, I understand the structure in which
your committee operates. But I would think that a directive of this
kind could appear in the report language very, very strongly so that
the mandate to the administration is clear to provide for a proper
disposition of that business.

Mr. BRoOKs. That is fairly reasonable. We will try to do something
about that.

We are sympathetic to your subcommittee continuing to have full
authority over this area. I don't think any suhcolnnmittee in Congress
has-I won't say surprised all the Congressmen but has certainly de-
lighted them-as you have with the magnificent job you did on that
legislation.

It was responsive; it was fair and equitable; it was not a partisan
effort. You had strong Republican support and Democratic support.

We have tried and the administration has tried in this reorganiza-
tion bill to evidence that same type of consultation with you, with
Gillis Long, with Bill Frenzel, with other Republicans, and with the
committees. As a result of that, we have some legislation that I think
will go through smoothly.

We want to thank you for your contribution and help and sugges-
tions.

Mir. VANIK. Thank you very much, Mr. Chairman.
Mr. BROOKS. Mr. Horton .
Mr. HoRTON. Thank you, Mr. Chairman.
I agree with vou, and I certainly want to commend our colleague

for the work he hlas done and for his testimony this morning.
As you know, this plan does separate pollcv front implementation.

The Trade Representative is going to have the Policy function; and the
implementation, of course, is going to be in the Commerce Department.

I am interested ill finding out whether or not you think this will be
a serious problem. I am also interested in following up what the
chairman was asking with regard to jurisdiction.

Is this going to create a plrobleln with jurisdiction because of the
implementation being in Commerce ? Is this going to bring in the Inter-
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state and Foreign Commnerce Committee, Banking Committee, and
Foreign Affairs ('olmmlitteu . Are we going to ilave one of those kinds
of problems? () Or (o 0 you fel this basically will be in the Ways and
Means Committee?

Mr. VA.\NIK. In response to your second question first, I would say
that under the statute, the lWays and Means Committee still has juris-
diction over trade agreements and the trade statutes.

I hope that. report language from your committee woul(l clearly re-
inforce that jurisdictional point.

In response to your first question with respect to policy implementa-
tion, I don't think that would be a serious problelml. T'le Special Trade
Rel)lresentative is pleeminent. Lie will work in coordination with Comi-
merce. I think that is the wav we anticipate it will work.

Mr. I-IomrwS. Tllhere is anotiler area I want to cover with you. Do you
think that this plan will meet all the requirements and have everything
in place in order to implement the MTN agreement on January 1,
19801

Mr. V.\xIK. Xo. It just can't work out that way. Much more will
have to be done, regardle.ss of thile agencies given the responsibility.

Mr. 1olrrox-. What about the number of l)er.slis needed in this new
1T.S. Trade Replresentative Office? They have 59 now, and will have
to add to that.

How niany peoplle (lo you think will be required to inan this Office ?
1Mr.. V.X\K. In our judgment, we believe it will take 130 to 150

people to properly administer this function. This is a growing func-
tion. We expect tile trade business to intensify.

Froml whVat we can foresee as tile volume of fiuture business, we would
estinmate he would need between 1:30 and 150.

The Office of Mannagelment and Budget told ius that they would cer-
nainly go ilaong with whatever was necessary. but they didn't give any

part icillals, such as nsmnberl, of positions.
iMr. HowTOS. We did ask them the day before about that subject.

They are going to get us s;ome hall park figures.
The chairman asked specifically for that information. We feel we

would be somewhat handicapped to go to the floor and talk about this
plan if we weren't able to say sometlllng about the number of personnel
that are going to be involved.

The Director of OMB, Jim Mcintyre, indicated to us that they
would get us some information. The chairman said that we were not
going to bring it to the floor until we get it. So, it is a little bit of
an incentive to them to get it up to us also.

Mr. VANIx. I would hope you press on that commitment, because
in the conflict of the total budgetary issue OMB will try to hold us
down to the minimum.

But from what we can see, as I noted earlier, we believe that 130
to 150 people must be committed for this assignment.

The business that is going to be involved is immense, and we need
the expertise and the constant work of about that many people.

Mr. BRooKS. Would the gentleman yield?
Mr. HORTroN. I would be glad to yield.
I would just like to add that we are very grateful to you for your

thoughts on this and your expertise. That helps the committee, also,
to understand the problem a little better.
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Mr. Booxs. I believe that they had not officially-they were talk-
ing about 101 to 1;34, or something in that ballpark area. So they
are not too far from yuu. They haven't come up with their final
number yet. But you would be for the high side.

Mr. VANMI. We see it on the high side. We are just as anxious to
hold public expenditure down as anyone.

We have made tremendons commitments-our committee and the
members who deal with trade issues and worked so hard to get con-
gressional approval of the multilateral trade agreements. We made
pledges and promises to every sector of the American economy.

T'his is really a very vital and important function. The STR is
going to have a lot of constant business to take care of.

I think that 130 to 150 is already on the short side of what we
ought to have. We expect that there is going to be a tremendous
requirement for qualified trade policy people.

Mr. HowroN. I agree with you, and f made that point to the Di-
rector of OMB Tuesday at our hearing. We certainly want to cut
back on the bureaucracy and the number of personnel involved. On
the other hand, when you have something as large as this trade prob-
lem, it is highly important that we have adequate and efficient and
competent personnel to do the job.

OMB made that commitment. But we did feel that we ought to
have at least some figures. Your testimony, I think, is going to help
the subcommittee on this.

Mr. VANIx. From the standpoint of cost benefit, Mr. Horton, we
make the point that for every person involved there will be hundreds
of millions of dollars worth of business for America. The benefit
factor is tremendous as to gains we can get in trade and commerce
per capita involved in the trade administration.

Mr. IlonroN. I spoke with a constituent of mine in Rochester,
Harold Passer, the assistant treasurer of Eastman Kodak, who had
some expertise and knowledge in this field and some experience with
the Commerce Department.

He has written me a letter on the subject. I would like to ask
unanimous consent to include hWs -tatement in the record `n support
of the plan.

Mr. BRooKs. Without objection, it is so ordered.
[The letter follows:]
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Eastman Kodak Company
343 State Street
Rochester, New York 14650
October 8, 1979

The Honorable Frank Horton
The House of Representatives
2229 Rayburn Building
Washington, D.C. 20515

Dear Frank:

This letter is in response to your request for my views on the
proposed reorganization of the various governmental functions
and activities relating to international trade.

As I understand it, President Carter decided to go the route of
executive department reorganization, rather than new legislation.
Thus his proposal will go into effect 60 days after submission
unless voted down by the House or the Senate. There apparently
is no possibility of changing the proposal; it must be accepted
or rejected.

I would recommend accepting the proposal, mainly because it goes
a long way toward doing what should be done in the international
trade field. To be specific, I am in agreement with the following
features of the Carter proposal:

1. Shift the commercial attaches from State to Commerce.

2. Shift unfair import remedy responsibility from Treas-
ury and the International Trade Commission to Commerce.

3. Place the Secretary of Commerce on the Board of Direct-
ors of the Export Import Bank.

4. Centralize both negotiating and policy responsibilities
for international trade in the Office of the United
States Trade Representative.

It would also be desirable to strengthen President Carter's pro-
posed reorganization by, for example,clarifying the term "inter-
national investment policy" to make sure that it includes tax and
antitrust policies, clarifying the role of the United States Trade
Representative as including policy formulation as well as implemen-
tation, and clarifying the status of the United States Trade Rep-
resentative by including him as a member of the President's top
economic advisory team.

But President Carter's proposal is a major step forward because it
concentrates most international trade functions in two agencies
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(Comerce Department and Office of U.S. Trade Representative).
Thus I would favor Congressional acceptance of the Carter pro-
posal at this tim.

Tvrning to another issue in the area of international trade and
# .port promotion, I feel very strongly that DISC has been a mjor
-actor in the suostantial increase in U.S. exports in recant
years and that it would be a serious mistake to weaken DISC fur-
ther or to eliminate it, as has been proposed by the Carter Ad-
ministration.

Best Personal Regards.

Sincerely yours,

/S!

Harold C. Passer
Assistant Tzeessurer
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Mr. Bnooi. I would like now to recognize the gentleman from
Illinois, Mr. Erlenborn.

Mr. ERLZNtoRN. Thank you, Mr. Chairman.
Let me just join with my colleagues in complimenting you on your

efforts in this area and your testimony before us this morning.
I think the questions have been fairly covered, and 1 have no

further questions.
Mr. Vexm. Mr. Chairman, I would like to make one further com-

ment to the subcommittee.
We are very much concerned with the implementation of what we

lhave done. We are also very much concerned with who is going to be
doing this job.

Under the reorganization there is established a new Under Sec-
retary for Trade in Commerce. We hope for that an aggressive,
trained, responsible person will be placed in that post.

There is also the matter of the vacancyv of the highlevel American
position in the General Agreement on Tariff Trade. Mr. Patterson,
the current Deputy Director General, is leaving. We are very sensi-
tive and aware of the importance of that office.

I hope that the members of your subcommittee will be watching
carefully to be sure that we have people in these positions who are
going to be responsive to what we are doing, what we did in the
Trade Agreements Act of 1979, and what you are doing in the trade
function reorganization, so they will be able to answer to the Congress
and function in accordance with the requirements of the statute and
our legislative intent. So I hope you will help in that very im-
portant effort.

I want to thank your subcommittee for its very kind indulgence.
We have directed our staff to work in any wav to cooperate with

your staff in the details of this plan. I hopA you will utilize that offer.
Mr. BRooKs. Thank you, Mr. Vanik. We will continue to utilize

the fine expertise you have garnered up over there on the Ways and
Mealls Committee.

Mr. VANIx. Thank you very much.
[Mr. Vanik's prepared statement follows:]
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STATEMENT BY CHARLES A. VANIX, CHAIRMAN, SUBCOMMITTEE ON TRADE,
COIMMITT ON WAYS AND MEANS, BEFORE THE SUBCOMMITTEE ON LEGISLATION
AND NATIONAL SECURITY, COMMITTEE ON GOVERNMENT OPERATIONS,

OCTOBER 18, 1979, ON TRADE REORGANIZATION

Mr. Chairman, I very much appreciate the opportunity to appear

before this Subcommittee on the President's plan to reorganize certain

trade functions of the government. This occasion brings to mind

the recent high degree of cooperation between the Committee on

Government Operations and its Chairman and my own Subcommittee on

Trade of the Comaittee on Ways and Means in the development and

approval of the Trade Agreements Act of 1979 (Public Law 96-39). I

would again like to express my appreciation to the Chairman and his

Committee for that cooperation.

The subject matter of the reorganization plan before this

Subcommittee is related to the very heart of my own Subcommittee'a

effort of the last three years, that is, to maximize to the extent

possible the gains and minimize the losses from international trade

for the United States economy and its citizens.

I believe it is important to remember that for the most part,

the authorities and responsibilities dealt with in the reorganization

plan are delegated to the President and the departments and agencies

by the Congress under its Constitutional power to levy tariffs and

other imposts and taxes and to regulate foreign and domestic commerce.

Foreign policy issues are necessarily intertwined in trade policy

development and inplementation. However, the central thrust of

trade programs and operationsnow more than ever before,must be

commercial in orientation. United States producing and service enter-

prises must be afforded the opportunity to compete in an atmosphere

of expanding and fair trade. Most of the trade statutes which seek

such opportunities and conditions for American business, producers

and consumers, in cooperation with our trading partners, have been the

object of close scrutiny under the jurisdiction of the Subcommittee on

Trade of the Committee on Ways and Means.

It is on that basis that I would like to address certain aspects

of the Trade Reorganization Plan.

First, I support the President's reorganization plan. It is a

needed step in improving the coordination in the development and

execution of trade Policy, and in particular to better capitalize on

the potentials for export sales so sorely needed in the face of our
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unacceptable but continuing trade deficits. Based on an informal meeting

of our Subcommittee on Trade, I believe that most of our members will

support the reorganization. In reviewing the reorganization in light of

the experience of the Subcoamittee, there are a number of areas which

require clarification and possible elaboration.

The Role of the President's Special Trade Representative

The President's Special Trade Representative as a concept and an

operating entity has served the international trade interest of the United

Statee very well. As a position it was specifically created by Act of

Congress in 1962 and built upon in the Trade Act of 1974. The further

elaboration of the responsibilities of the new United States Trade

Representative serves the overall purpose of the reorganization of trade

functions which is to better plan a coherent trade strategy and insure

its vigorous implementation.

The specifics of new responsibility for the United States Trade

Representative are set forth in section l(b), subparagraphs (2), (3), and

(4). It should be made clear that in consideration of the President's

trade reorganization plan that the duties of the Special Representative

for Trade Negotiations set forth in section 141(c) of the Trade Act of

1974 are to continue in law and in fact. Specifically, subparagraph (B)

of section 141(c) provides that the Special Trade Representative "report

directly to the President and the Congress and be responsible to the

President and the Congress for the administration of the trade agreements

program under this Act, the Trade Expansion Act of 1962, and Section 350

of the Tariff Act of 1930." Further, subparagraph (C) of section 141

states that the Special Trade Representative shall "advise the President

and the Congress with respect to non-tariff barriers to international

trade, international commodity agreements, and other matters which are

related to the trade agreements program.* Obviously, this language

emphasizes the special relationship of the trade representative to the

Congressa which must be continued if the procedures set forth in the

Trade Act of 1974 and amended 'by the Trade Agreements Act of 1979 are

to work effectively.
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In the President's messag on reorganization it is indicated that

the Trade Representative will be responsible for developing and coordin-

ating an export expansion program. As a part of that function, the

trade representative is to become a member of the National Advisory

Council on International Monetary and Financial Policies and an ex

officio member of the boards of the Export Import Bank and the Overseas

Private Investment Corporation. It is not clear, however, whether the

new Trade Representative will be the chief spokesman for the United

States in questions of export financing particularly in seeking a

solution to the increasingly important problems of international compe-

titive financing. It is also not clear whether development of a much

needed *export policy and strategy is envisaged or merely greater atten-

tion to more narrow and laes basic trade promotion and marketing acti-

vities. If the Trade Representative is to be responsible for overall

questions of policy related to the expansion of exports, it seems de-

sirable that he be given the primary role for development of an overall

export policy and strategy. It also seems clear that the Trade Represen-

tative should be given the lead role in international discussions of

export financing in the OECD and other international fora.

Some of the primary concerns of the Congress in the recently

concluded Nultilateral Trade Negotiations were the tax implications of

trade policy and the trade implications of tax policies. The assumptions

concerning the trade neutrality of certain tax practices have long been

questioned by many United Staten producers. International disagreements

with respect to the incidence of direct and indirect taxes on trade

were not dealt with directly in the negotiation of the new subsidies

code. The business community and the Congress are examining new

tax proposals to provide equity for United States firms in competing

with our major trading partners, particularly in third markets.

Those in the Executive branch who have been responsible for considering

the trade implications of tax policy have been unresponsive to the

needs of our trading community in analyzing the incidence of tax

programs on the competitiveness of U.S. producing interests. Therefore,

I feel that the reorganization should place primary responsibility for

considering the trade implications of the tax policy with the United
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States Trade Representative. This is particularly true of international

discussions whether in the GATT or the OECD or other international bodies.

At a minimum,this area should be assigned to the Trade Policy Committee

if it is to receive the broad attention it deserves.

The trade reorganization appears to deal adequately with the

increased effort that will be needed to implement and monitor the new

trade agreements reached in the Tokyo Round of Multilateral Trade Nego-

tiations and other international agreements where questions of U.S.

trade rights and obligations arise. The responsibilities of the new

United States Trade Representative are reaffirmed in this regard and

the responsibilities of the Department of Commerce regarding the day-to-

day implementation, are also made clear. The office of the United States

Trade Representative must be adequately staffed to carry out this responsi-

bility in the manner that is necessary if the United States trade oppor-

tunitiea created by the new agreements are to be successfully imple-

mented. It is recognized that any administration reacts negatively to

adding personnel to the Executive Office of the President, at least on

the record. Given the decision, however, to strengthen this office,

there must be a follow-through by providing an adequate at ff for the

responsibilities given to the United States Trade Representative by this

reorganization.

In the critical area of energy trade, the coordination of responsi-

bilities are not at all clear. While the Trade Representative will

coordinate energy trade matters, the Departments of Energy and State

will continuw to share responsibilities for international energy issues.

Further, the national security provision, section 232 of the Trade Expan-

sion Act of 1962, is transferred from the Treasury Department to the

Commerce Department. However, the Energy Department is presently consid-

*ring an oil import program which must be implemented under the authority

of section 232, the national security provision. I would urge that in

this confusing state of affairs that it be made clear that there is no

transfer of legislative and oversight jurisdiction insofar as the Congress

is concerned.

The Role of the Department of Commerce

The Subcommittee on Trade has devoted a great deal of time and re-

sourasn to th, oversight of the Department of theoTreasury's administra-

tion of the Antidumping Act and the countervailing duty provisions of the
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Tariff Act of 1930. In a number of intancees, the Subcommwittee found

that the Department officers responsible for the administration of

these important statutes failed to obtain or provide the resources ade-

quate to administer these laws effectively. In some instances, it was

suspected that other policy considerations resulted in a failure to

administer statutes properly, and discretion was exercised by the

Department which is not provided in the statute. The poor administration

of these statutes has not, of course, been limited to the current admin-

istration, and many of the problems that both the staff and the policy

officials have faced were created under previous administratione. Never-

theless, the Congressional intent of these laws aimed at insuring condi-

tions of fair trade for United States producers has been clear as has

been the amendments to these provisions aimed at improving the adminis-

trative procedures under them. To paraphrase a statement by OMB

Director McIntyre in our Subcommittee hearings on trade reorganization,

you do not solve poor administration by changing agency responsibility.

This, however, is what the reorganization proposes and therefore, I am

concerned that the reorganization provide the Department of Commerce

with the best possible opportunity to successfully administer these new

responsibilities.

In this regard, it is noted-that the Department will become respon-

sible for the functions under section 303 and Title VII of the Tariff Act

of 1930 except for the revenue related functions of the United States

Customs Service. However, the plan also gives the United States Trade

Representative responsibility "to the extent permitted by law" over

the United States policy with ra ard to unfair tratce practices including ,

enforcement of countervailing duty and antidumping functions under section

303 and Title VII of the Tariff Act of 1930. I am concerned that the

Secretary of Commerce retain clear responsibility over the administration

of these functions so that their *ffective implementation is assured.

Regarding the negotiation of agreements to eliminate completely or to

eliminate the injurious effects of a subsidy or agreements to *liminate

completely or eliminate injurious effects of sales at less than fair

value (dumping), I am submitting a more detailed statement on this matter

for your consideration. However, it should be clear that the United Statet

representative must negotiate on the basis of the parameters of each

individual ciae as provided by the ofjicials in the Department of Commerce

responsible for administering the law. The authority delegated by the

Congress to the "administering authority" is for the purpose of eliminatin.
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trading partners.

The Subcommittee on Trade also has been reviewing the efforts of the

Treasury Department to draft new regulations under Title VII of the Tariff

Act of 1930 ae provided in the Trade Agreements Act of 1979. It is not

clear that the officials in the Department of Commerce who will have respon-

sibility for administering Title VII and the new regulations have had an

opportunity to participate fully in the drafting of the regulations devel-

oped in the Treasury Department. In a number of instances, these new regu-

lations establish policy clearly not consistent with the statute or Congres-

sional intent in the Trade Act of 1974 or the Trade Agreements Act of 1979.

I would hope thatthe legislative history of the reorganization would strongl:

indicate that the Department of Commerce would indeed be the administering

authority insofar as any niew regulations under the antidumping and counter-

vailing duty statutes are concerned. This is important in many areas, but

the operation of the trigger price mechanism applying to steel imports is

essential at this time, and there must be full follow-through by the respon-

sible officials.

Finally, the Subcommittee on Trade has been concerned with the slow-

ness with which the Department of the Treasury has acted to assess duties

in active cases under both the counte'vailing duty and antidumping statutes.

There are a number of outstanding cAses, one extending over a period of

nine years which is still in the lowels of the Treasury Department. I

think the Congress must insist that the transfer of functions between the

Department of Treasury and the Department of Commerce will be handled in

such a manner as to assure that the law is carried out and appropriate

duties are assessed in a manner that will avoid undesirable precedents

for future administration of antidumping and countervailing duty laws.

Mr. Chairman, in regard to thu issues addressed above, I would like

to suggest, if your subcommittee agrees, to work out report language in

order to assure that these issues involving the reorganization, and current

patterns of Congressional legislative jurisdiction and oversight are dealt

with in the Committee report.
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SUPPLaluMTAaR f*TAYUT BY MHAULMI A. VAMIK ON THE
ACNINZSTUATI0O OF TITLe VII OF THE TARIFF ACT OF 1930

The President's proposal appears to

divide rosponsibllity for the administration of Title VII of the

ariff Act of 1930, relating to antidumping and countervailing

duties, between the Department of Commrce and the United States

Trade Rpresentative.

During the last two years the Trade Subcoomittee of the Ways

and eans Comittee made an intensive study of the operation of

the antidumping and countervailing duty laws and concluded that certain

amendmnts were essential to the fair and expeditious administration

of these statutes. The Suboommittee's deep interest in the proper

administration of our unfair import practice laws was reflected in

the long, detailed discussions held on this issue during our con-

sideration of the Trade Agreements Act of 1979. In accepting the

President's reorganization proposal there should be no opportunity

given for later deviation from the Congressional intent reflected in

tb statutory. language of that Act.

Under the reorganization plan, the United States Trade Representa-

tive is responsible for the conduct of trade negotiations, and, to

the extent permitted by law, overall United States policy concerning

unfair import practices, including enforcement of antidumping and

countervailing functions under Title VII of the Tariff Act of 1930.

The proposal does not elaborate on these statements, although the

President's message does state that coordination of trade policy with
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respect to antidumping and countervailing duty matters shall be

directed toward establishing new precedents and negotiation of

assurances. Several questiond therefore arise as to how this

negotiating authority relates to the provisions of Title VII

authorizing the suspension of antidumping and countervailing duty

inveatigations on the basis of agreements with foreign governments

and/or exporters of the product under investigation.

First, we must ask whether the negotiating authority applies

at all to negotiations contemplated by Title VII. From the Presi-

dent's message, it would appear so. If this is the intention, how-

ever, the proposed reorganization plan is unacceptably vague. As-

suming that such an authority is intended, a question arises as to

whether the authority is limited. The designation of a single agency

to represent the United States in all trade negotiations with foreign

governments is arguably a sensible approach. It ensures uniformity

and continuity in our relations with foreign governments. Conversely,

foreign governments know with whom they must deal to resolve problems.

For this reason, I could agree that in those countervailing duty in-

vestigations in which suspension agreemeats are under discussion with

the government of the exporting country, the United States Trade

Representative will be the lead agency in those discussions. However,

where an agreement with exporters is contemplated, there is no similar

cverriding need to take the negotiating authority out of the Depart-

ment of Commerce which will have the greater expertise in administering

the statute.
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A further question arises concerning the scope of the United

States Trade Representative's authority in conducting such negoti-

ations. We must notforget that the discretionary authority to

accept an agreement to eliminate or offset a subsidy or its injurious

effect is accorded by statute to the Secretary of Commerce. Thus,

while the reorganization plan grants the United States Trade Repre-

sentative the lead authority in negotiating a suspension agreement

with a foreign government, the statutory authority to accept or reject

the agreement still lies with the Secretary. It is the Secretary,

not the United States Trade Representative, who must determine whether

the agreement meets the statutory criteria. Thus, for example, the

Secretary shall decide whether an agreement will offset the net

amount of the subsidy; that is, the Secretary will decide what con-

stitutes the net amount of the subsidy. Similarly, the Secretary

is responsible, pursuant to the statute, for determining whether

the agreement is in the public interest and whether monitoring of

the agreement is possible.

In short, in granting the United States Trada epresentative

a limited negotiating role in countervailing duty i,. stigations,

the President's reorganization proposal cannot Lt in rprf to

derogate from the Congressional intent, as reflected 1 L,- statu-

tory language, to grant the Secretary of Commerce the authority to

suslend investigations and to set the parameters of the agreements

pursuant to which such investigations are suspended.
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This latter point applies equally to the statement in the

President's message concerning the authority for the United States

Trade Representative to establish new precedents relating to anti-

dumping and countervailing duty matters. The message does not

enlarge upon this statement. However, one could argue that it is

intended to allow the United States Trade Representative to make

decisions now marie by the Secretary of the Treasury; e.g. the

United States Trade Representative could decide that a particular

adjustment to foreign market value will, in the future, be permitted

under the Act.

I cannot emphasize enough that neither a reorganization plan

nor the Presidential message accompanying it can expard or narrow

the scope of a legislative grant of authority.

If the President wishes to change the present statutory scheme,

he can do so only through the legislative 'process.
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Mr. BROOKs. Our next witness is HIon. Gillis Long, who has been
letaine(l and is unable to I)e present.

I ask llnanimous consent that his statement be put in the record
at this point.

Without objection, it is so ordered.
[MAr. Long's prelpared statement follows:]
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OPENING REMARKS CP GILLIS W. LONG, October 18, 1979

SUBCOMRII'TT ON LEGISLATION AND NATIONAL SECURITY, COMMITTEE ON

GOVERNMENT OPERATIONS

Thank you Mr. Chairman and Members or the Subcommittee.
I want to thank you all for the opportunity to appear before
you again to discuss the question of reorganizing our trade
bureaucracy. Mr. Chairman, I am convinced that trade reorganiza-
tion is one of those often overlooked areas that is critical to
our international economic performance in the 1980's.

Just over a month ago, I appeared before your subcommittee
to express my keen disappointment in the President's first
proposal on trade reorganization. Shortly after my testimony,
I had a long, frank, and I think fruitful, discussion with the
staff of the Office of Management and Budget. There were similar
meetinkp with other interested parties in the House and the Senate.

Since that time, Mr. Chairman, the President has come
forward with a modified trade reorganization plan and announced
the formation of a new trade team. I am pleased that I can say
nice things about both.

I know that Governor Askew has long had an nterest in
improving the export performance of the United States, and I
think we have every reason to expect a first-rate performance
from the Governor and his strong supporting cast.

I was also pleased when the President submitted his
trade reorganization plan to the Congress. The proposal still
does not go far enough, and it leaves an unmet need for further
restructuring to another year. But I do feel that many of my
own deep concerns about the original proposal have been met in
the President's reorganization plan.

The central point has been met: The United States
Trade Representative is given a clear leadership role as the
American spokesman on trade matters. The President has eliminated
the previous ambiguity about whether the Trade Representative,
the Trade Policy Committee, the Secretary of Commerce, o' the'
Undersecretary for Trade was the Americaq voice on!trade matters.

Under the President's plan, the Trade Representative will
be given responsibilities in several new areas. The emphasis
on including service industries such as banking and insurance
in the formulation of trade policy should strengthen our inter-
national position. I was particularly glad to see that the
trade representative was given explicit responsibility for the
development of U.S. export policy -- an area that has long been
neglected and one that is vital to the International economic
health of the country.
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There were several other apparently small changes in
the role of the Trade Representative that should improve policy-
making and coordination in the future. The Trade Representative
will now be on the Board of the Export-Import Bank and the
Overseas Private Investment Corporation. Even-more important,
the Trade Representative will now be a member of the National
Advisory Council on International Monetary and Financial Policies.
For the first time, the Trade Representative will have an insti-
tutionaJl voice on exchange rate anid other international financial
policies that have such a maJor impact on our trade performance.
The addition of the Department of Labor to the trade negotiating
committee should assure the Trade Representttive of valuable
advice from an important constituency.

The President has chosen to consolidate operational
responsibility for part of the trade agreements implementation,
export promotion and enforcement of our laws against unfair
trade .Rractices in an expanded Department of Commerce. As you
know, .r. Chairman, I have serious reservations about any long-
run decision to split policymaking and operations. There is
too much opportunity for the right policy brail rot to know
what the left operational i-and is doing. korse, in cases where
the hand is faster than the bureaucratic eye, there is the danger
of policy confusion and inconsistency. All that said, I under-
stand that the Commerce Department is doing its diligent best
to make a smooth and effective transition to its new trade role.

Mr. Chairman, last month I told your Committee that the
country needs a full-fledged Department of Trade. My own
compromise ,roposal for a small, independent Special Trade Agency
was desl{ned;to be the first, politically possible step in that
direction. Even that half loaf has proved too ambitious for
the present.- I can accept the proferred quarter loaf with a relish,
but als,o with a good deal of anticipatiorn, for there is much
more baking to be done.

Before we look to the future of U.S. trade, Mr. Chairman,
there are certain features of the President's reorganization
proposal that should be clarified. First, under the President's
plan, the Trade Representative will have greatly expanded responsi-
bilities. But power without peop'e can force any trade representa-
tive to neglect some areas while he tends to others. So far, the
Office of Management and Budget has been unwilling to commit
itself to any specific figure for the Trade Representative's
staff. In fact, the OMB has"engaged in something of a fan dance
with figures, Mr; Chairman,.'as an absolute minimum,the Trade
Representative should have a staff of one-hundred and thirty to
one-hundred and fifty (130-150). As we go forward with the
reorganization plan, I think we must have a clear commitment from
OMB about staffing levels.

Second, the President has not issued a final executive
order on trade reorganization. I think most participants in
the trade reorganization debate are satisfied with the language
of the draft executive order that accompanied the President's
trade reorganization proposal. I, for one, would feel much
better if the final executive order had already been issued.
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hr. Chairman, I am convinced that the President has
taken a thoughtful First step in the right direction. Although
there remains much to be done in streamlining and strengthening
our trade bureaucracy, the President has given us a good start.
It was also another instance in which the Administration worked
closely and responsively with the Congress. I am already
looking forward to working with them again as we move to put
the United States on an equal footing with our major trading
partners.
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Mr. BIiOOKs. I now call our first business witness, Mr. Robert L.
McNeill.

Mr. McNeill is the executive vice chairman of the Emergency Com-
mnittee for American Trade.

Amlong his many activities prior to his present position, he wat
Deputy Assistant Secretary of (7ollmerce for trade policy, Executive
Director of the President's Trade Policy Committee, and served on
the staff of the B3ureau of the Budget as a senior international
economist.

We are delighted to have you, Mr. McNeill. You may proceed with
your statement.

STATEMENT OF ROBERT L. McWNIL, EXECUTIVE VICE CHAIRMAN,
EMERGENCY COMIITTEE FOR AM]ERICAN TRADE

Mr. McNEILL. Thank you, Mr. Chairman. I amn delighted to be here.
I am pleased to express the slupport of the Emergency Committee

for Amlerican Trade, better known as ECAT, for President Carter's
trade reorganization plan.

ECAT is an organization of 63 business leaders devoted to expan-
sionary IT.S. trade a I investment Iolicies.

Our members represent large American companies with substantial
overseas business interests. Their worldwide sales in 1978 were nearly
$400 billion, and they employed about 5 million workers in that year.

ECAT has a deep and abiding interest in U.S. trade policy. We
have worked hard for passage of the Trade Act of 1974 and followed
very closely the course of the successfully concluded multilateral
trade negotiations that the Trade Act of 1974 authorized.

ECAT strongly supported the recently passed Trade Agreement
Act of 1979 that implerlents the rights and obligations agreed to by
the United States in the Geneva trade pacts.

Now we are pleased to support the administration's proposal to
consolidate international trade functions in the office of the-U.S. Trade
Representative and in the Commerce Department.

The course of U.S. trade policy in the years to come will be profound-
ly affected and determined by the manner in which the new interna-
tional trade codes are administered, both in this country and abroad.

The four principal codes deal with countervailing duties and sub-
sidies, Government procurement, standards, and Import valuation.
Each code treats fundamental issues bearing on international trade
and each is designed to alleviate or remove unfair trade practices.

Because the codes represent internationally negotiated settlements,
they are not always precise in defining issues, rights, and obligations.

The true meaning and value of the codes, therefore, will be deter-
mined by their interpretation and administration by ourselves and our
major trading partners.

Reorganization Plan No. 3 will be instrumental in helping the
United States respond effectively and efficiently to the challenges and
opportunities of the codes, as well as to other international trade and
investment problems.

We applaud the centralization of authority for the development.
coordination, and negotiation of international trade matters in the
office of the IT.S. Trade Representative.
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Ilits location in tile Executive Office of the President, together with
tlhe authorities the President plroplose. to confer on him, should lead
to effective trade policy administration in our country.

We also support the strengthening of the Commerce Department's
international trade functions, as proposed by the President.

Many businessmen have long felt that the foreign commercial
service properly belonged in Commerce rather than in the State
l)epartment.

tWe hope that its proposed transfer to the Commerce Department
will result in more effective overseas representation of American
business interests.

A pivotal element of the President's reorganization proposal is the
switching from Treasury to Commerce of basic responsibilities for
administration of the United States countervailing duty and the anti-
dumping statute.

These are the key domestic statutes dealing with unfair trade prac-
tices, and they implement the IU.S. rights and obligations of the in-
ternational subsidies code.

This code is intended to d(iscourage governments from using sbh-
sidies to provide unfair trade advantages to their producers.

When subsidies are used for unfair competitive advantage, the code
authorizes the imposition of colntervailing duties which are special
duties set at a rate that will neutralize the foreign subsidy.

Thus, a 10-percent subsidy would be answered by a 10-percent coun-
tervailing duty.

The subsidies code is also similarly addressed to dumping, which is
the selling of a product in another country at a lesser price than in
the home country.

ECAT's hope and expectation is that Commerce will administer its
new responsibilities in the countervailing and dumping areas in an
even-handed manner. We expect the same of the Trade Representative
who will have responsibility for international negotiations involving
foreign subsidies.
,It is a sensitive area that must be handled with considerable care,

both here and abroad, if we are to avoid competitive international
subsidization and the consequent retaliatory actions that would
follow.

We are also encouraged with those provisions of the reorganiza-
tion proposal providing the Trade Representative with the lead
policy responsibility for international investment issues. We hope
that this will result in more consistency in U.S. international eco-
nomic policies, including international tax and antitrust policies, than
at present.

Tt is, for example, confusing and frustrating to be exhorted by the
Government to export at the same time that the Government is im-
iosing barriers and disincentives to exporting.

Hopefully, the Trade Representative will use his authorities to bring
trade and investment policies into harmony.

Thank you, Mr. Chairman.
Mr. BRoOKS. Thank you very much for an informative statement.

We apnreciate your testimony this morning, and we appreciate your
evaluating this subject so carefully from your standpoint because it
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is heliful. You have dealt in just the kind of area we are. working on,.
and you are aware of the complexity of the problems that such an
agency and activity faces.

Do you feel that American businessmen generally support the trans-
fer of the foreign commercial service from the State I)epartment to
the Department of Commerce ?

Mr. MCNEILI. Yes; I do. I also think there is a good deal of skepti-
cism as to the effectiveness of the proposal in the initial year or two.

Most foreign commercial slots in emiaLLssies are, filled presently by
Foreign Service officers. There is going to have to be a transition period
where these people either opt to go into the C(ommere I)epartment's
conmimercial service or opt out of it.

If large numbers opt out, we are quite concerned that the Commerce
Department may have some difficulty in filling those slots.

There are large numbers of persons involved. It is our hope and
expectation that Commerce will find appropriate personnel. If they do,
we would anticipate greater ,nlphasis being l)laced on business con-
cerns abroad.

Over the years, business has been rather (lisall)ointed( that the com-
mnercial function in any given emll)assy hais usually been at the bottom
of the embassy's priorities.

Air. BROOKS. Thank you very much.
The gentleman from New York, Mr. I lorton.
MIr. HowroN. Thank you, Mr. Chairman.
Do you feel that switching the commercial attaches fron State to

Commerce wil! help to promote exports ?
Mr. McNEILL. We certainly hope so. It is expected it will, Mr.

Horton.
Mr. HORTroN. Do you have any view with regard to splitting policy

from implementation ? Does that create any problem with you ?
Mr. McNEILL. No; it does not.
The operational day-to-day administration will be in the Commerce

Department. Policy development and general policy guidance will
come from the U.S. Trade Representative.

We see no reason why this should not work well.
Mr. lIo(RON. Secretary Kreps testified that the Conimerce Depart-

mnent intends to establish a new Bureau of Industrial Analysis, which
would be patterned after the Economic Analysis Bureau. I)o you think
that this is a good idea?

Mr. McN:NEl. Yes; very much so, Mr. Horton.
Many years ago the (ommerce D)epartment had on the domestic

side of its, house a very large number of commodity experts who fol-
lowed particular industries and were knowledgeable about them.

When foreign trade persons needed information about the domestic
economy or a given industry, they could get that from the appropriate
Commerce commodity specialist.

Over the years, that function in Commerce has, I think, been rather
neglected. Commerce presently, to my understanding, has very few
industrial or commodity experts.

The intention of Secretary Kreps and of this plan is to rebuild that
capacity so that there will be a number of intelligent and well-
informed economists who can advise the Special Trade Represcnta-
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tive an:d the foreign people in the Commerce l)elartllment as to the
likely economic dlomlestic conselquences of plropose(d international trade
actions.

I think that is a vital thing-perhaps as vital as any part of this
reorganization plan.

We simply have to know better than we presently do the conse-
quences of foreign actions on our domestic pro< ucers.,

Mr. HowroN. I served as the Chairman of the Paperwork Commis-
sion. We made our final report in October of 1977.

At that time we felt that the problem of paperwork was about a
$100 billion a year problem. About 40 percent of this was a burden
on industry.

T)o you feeland I guess you are going to have to assume that
there are going to be more requests from both the Trade Representative
and Commerce for information from your companies-that there is
going to be, an increase in paperwork? TDoes this create a problem for
vou?

Mr. McNEIL.. I don't see why there necessarily would have to be
an increase in paperwork. I would hope that there would be an increase
in the dialog between ourselves and our Government officials with
respect to those problems such as you have indicated and those in the
paper area or the auto area or any other.

But I don't necessarily see why more paperwork should be involved.
We would certainly hope that that would not be the case.

Mr. HORtoN. Thank you very much.
Mr. BR(OOKS. Mr. Fascell?
Mr. F.\SCEILL. Thank you, Mr. Chairman.
I guess that as long as I have been here and have been connected

with some responsibility in the State Department I have heard the
constant complaint from American businessmen that if you ever want
any help, don t go to the American Embassy.

I gather that is a general attitude that your have, based on your ex-
perience and not a restatement from other businessmen.

Mr. MCNEILL. Yes, Mr. Fascell, very much so.
When I was in Government, I recall that if you went to an Ameri-

can Embassy as a Commerce Department official when traveling
abroad, you would want to see your own people and personnel in the
embassies. You would have to go down into the basement, so to speak,
of the building. In a corner, you might find a commercial attache.

Mr. FAscELL. Right next to the consular office.
Mr. MONEILL. Yes, sir.
Mr. FASCELL. Which is also in the basement.
Mr. McNEILL. Right.
We have every reason to expect that with the transfer of the func-

tion to Commerce that that will change.
Our hope is that commercial service for business will become as

effective as the Foreign Agricultural Service has been for our agricul-
tural community.

Mr. FASCFL' Are they housed in different facilities e
Mr. MNEiLL. No. They are housed in the Embassy.
Mr. FASCELL. Would they have the same boss?
Mr. MCNEIL.. The boss in all instances will still be the U.S.

Ambassador.
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Mr. FASCELL. I'm nor, sure that is the problem.
However, I supported the change in the agricultural attachbs and

I am going to support this reorganization plan. But I don't think it. is
going to do what we are talking about.

I don't see the commercial representative, or attache, or whatever he
is going to be, now that he has a new hat, namely the Secretary of the
Department of Commnerce, suddenly moving ulp from the basement to
the Ambassaxor's office. I think he is going to stay in the basement.

The priorities will be d(letermineA, perhaps not by an ambassador. It.
is the sheer dynamics of events.

I am not sure a new boss will be able to shape the dynamics of events
for that commerlcial representative in that area.

But I am for it, and we will try it. Maybe it will be, better.
I notice in your statement that you support the transfer of the en-

forcement on countervailing and antidumping from Treasury to
Commerce.

Is there something inherent or constitutional about Treasury that
makes them ineffective? Is that the reason you support the tranfer?

Mr. McNEI.L. No. I think that. on the whole the Treasulry has been
very responsible in its administration of these particular statut&,s.

We support the transfer to the Commerce Department because we
think that with its new trade responsibilities those particular statutes
will be considered in an overall trade context bly the trade administer-
ing agency.

Mr. FAs('c.i,,. In other words, it. is more logical to put it there.
Mr. McNEIr,,. Yes, sir. It would fit in with the rest of the President's

intentions to make the Commerce Department the international trade
department of the Federal Establishment. In that sense, we think
it makes a lot of sense.

Mr. FA8CEr,I,. So you are supporting the transfer, not inherently.
because of a policy disagreement on the manner or method by which en-
forcement has proceede(ld up to date.

Mr. McNEui,r,. That, is correct. sir. We have no problem with the way
Treasury has done it. Treasui. y has nerhaps had a greater workload
than thile Budget Bureau has been willing to give its staff to handle.
Hopefully, that can be corrected in part by this transfer.

We had no problem whatsoever with Treasury administration. I
think they have done a very good job over the years.

Mr. FARSC;LL. Thank you, Mr. Chnilrinan.
Mr. BROOKs. The gentleman from Illinois, Mr. Erlenborn.
Mr. ERIENRORN. Thank you, Mr. Chairman.
Mr. McNeill, I confess to having some of the same reservations as

the gentleman from Florida about the commercial attaches. Do you
see any career opportunities for people who take these jobs?

At the present time they are State Department people. They move
from one position in the State Department to another. The kind of job
they do, while they are either full-time or part-time commercial at-
taches, will determine their advancement in the career service.

It just occurs to me that when you have a commercial attache who is
not in the career service of the State Department but rather the C om-
merce Department the same incentives may not. be there.

Mr. McNErmL. I think that there will be greater incentive; because
presently-I can't say presently. But based on my experience, which
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now goes some years back and I think the situation is still the same,
the commercial service is given low priority within the Foreign Service.
There are not many senior positions set aside for the commercial
function in an embassy.

When I was in Government, we had a commercial counsellor in only
four embassies in the world--one in Tokyo, one in Germany. one in
England. and one in some other developed country. They were the four
most senior commercial positions.

A counsellor is under a minister in rank in an embassy. So that, I
think. is an indication of the seriousness given to the commercial func-
tion.

The commercial service did not offer much of a ladder to climb. There
were. very few slots at tile top of the ladder once vyou rot there. So it
was not a viable option, really, for a Foreign Service officer who
wanted to achieve a senior rank and a senior position within the For-
eign Service.

I would hone that by establishing a separate commercial service, the
function would be upgraded. And in upgrading the function, the GS
level of the function will also be increased so that there will be many
more senior positions available for people. This will encourage people
to go into that service in the Commerce Department.

Mr. ERT,ENBORwN. Do you see this as a rung in the career ladder of
people who are in the Commerce Department ? Or, is it more likely to
become at nice, way to spend a couple of years overseas for someone who
has been in the Commerce Department in Washington and intends to
(comel back here and continue his career. A kind of interlude?

NMr. NMCNFTJ,i,. I would hope that thev do not structure it that way.
I would hope that they wnuld structuire it where they would indeed
hay e sor, e assignments. S, Foreign Service officers do.

Mr. i;RLFXR.RN. I)o tihey think of this as sort of a separate foreign
service career within the Commerce Department ?

Mfr. MCNErTIL,. Yes, sir.
,Mr. ERLEN-xORN. And how many positions do you think there will be ?
Mr. McNFI,,L. I have no idea.
Mr'. ERLENBORN. I think the estimate is something like 160 to begin

with.
Mr. nMcNE}:trL. That. sounds about right. That would not include local

nationals employed in the commercial office of an embassy. That would
be IT.S. personnel.

Mr. ERLrENBORN. Is it viable to have a separate career service of that
size?

Mr. MCNEIL!L. It is a good start.
I don't know how many the Foreign Agricultural Service has, but

it is that that I would hope the Commerce service would be patterned
after.

Mr. ERLFNLORN. Is there a separate career service apart from the
Department of Agriculture?

Mr. McNEIL. It is within the Department of Agriculture.
Mr. ERL,ENBORN. I mean the people. Do they move from the Depart-

ment of Agriculture into the Foreign Agricultural Service and then
back again ?

'Mr. McNETLL. Yes, sir.
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Mr. MCNr,nL. The I)epartment of Agriculture has an international

side. It is within that international side that people will serve both
domestically and abroad, as an agricultural attachi when abroad and
as a foreign agricultural international specialist when at home.

Mr. ERLNRORN. Again, I will say that I have reservations about
that.

I have heard some criticism of our already existing system where
there are too many people who really work for somebody other than
the State I)epartment and who are within our embassies. Our ambas-
sadors find it a bit difficult to manage with so many independent people
under their wing.

Mr. McNEI:L,. Yes. I have friends who are ambassadors who are
still trying to find out who on their own staff are the CIA people.
[Laughter.]

Mr. ERI,.NBORN. That's right.
Thank you, Mir. Chairman. And thank you, Mr. McNeill.
Mr. BiR()OKs. I want to thank you very much. We appreciate your

testimony.
Mr. McNEILL.. Thank you, sir.
Mr. BROOKS. Our next witness is Mlr. Ronald Shelp. M r. Shelp is vice

president and director of the American International Underwriters, a
New York-based insurance company with operations in the United
States, Canada, and 135 foreign countries and jurisdictions.

Hlie previously served as the executive secretary and chief executive
officer of the Association of American Chambers of Commerce in Latin
America and is executive secretary of the International Insurance Ad-
visory Council of the U.S. Chamber of Commerce.

He is a member of the Council on Foreign Relations and trustee of
the Pan American Development Foundation. He is a director of the
Public Affairs Council, a member of the Advisory Board of the Coun-
cil of Americas, and a member of the Foreign Policy Association in
the Carnegie ('enter for Transnational Studies.

He appears today in his capacity as chairman of the International
Service Industry Committee of the U.S. Chamber of Commerce.

Mr. ERLENIORN. Mr. Chairman, we have a recorded vote on the floor.
Mlr. nROOKS. We will proceed with your statement as soon as we

make that vote, Mr. Shelp.
[Recess taken.]
Mfr. BRooKS. The subcommittee will come back to order.
The gentleman is recognized.

STATEMENT OF RONALD K. SHELP, CHAIRMAN, INTEBNATIONAL
SERVICE INDUSTRY COMMITTEE, U.S. CHAMBER OF COMMERCE;
ACCOMIANIED BY GORDON J. CLONEY, EXECUTIVE SECRETARY

Mr. SIIELP. Thank you, Mr. Chairman.
After that very gracious introduction and the whole committee then

walked out, I didn't quite know what to think, but I will proceed.
[Laughter.]

With me is Gordon Cloney who is the executive secretary of the
International Service Industry Committee.



202

The committee represents a broad spectrum of all those U.S. service
industries who operate in international markets, ranging from trans-
portation services to consulting firnms, financial firms, advertising, an(d
so forth.

With your permission, I would like to attach a list of the committee
members, so you will have an indication of who we represent.

Mir. BRooKs. Without objection, it is so ordered.
[The material follows:]
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International Service industrEy Camittec

The bulk of post World War II economic growth in the United
States has occurred in the service sector. U.S. Commerce Department
data indicates that today, roughly 60 percent of the private sector's
contribution to the GNP and 65 percent of private sector employment is
generated by service industries. The importance of the service sector
to the U.S. economy has been reflected with a time lag in the composition
of U.S. foreign commerce. Today, the U.S. is the largest exporter of
what may be called "invisible products." In 1978, the U.S. services
trade account provided a 9g:oss surplus of $23 billion.

The emergence of services in U.S. foreign commerce reflects in
part a growing international market for services in both industrial and
less developed countries. Some countries have also blgun to create
barriers to limit foreign entry into their domestic services market,
a problem complicated by the lack of international norms for services
trade and its treatment by governments. Thus, when the Trade Act of
1974 gave the President the authority to negotiate reductions in barriers
to trade in both goods and services, the U.S. became the first country
to attempt broaching service industry problems in multilateral negotiations.

The 1914 Trade Act provisions led to recognition that information
on service trade and related problems was available only in the most
general form. To begin to resolve this dilemma, a White House inter-
agency task force carried out public hearings with representatives of
18 servicu industries. The results were presented in a 1976 Commerce
Department report, "U.S. Service Industries in World Markets." This
for the first time identified the role of service industries in U.S.
foreign commerce concluding that although the sector is of major and
growing importance to U.S. trade, it was virtually ignored by trade
policy processes in the U.s. as well as with multilateral organizations.

The relxort's 27 recommendations for federal policy action,
therefore, went beyond the multilateral trade negotiations area,
proposing a wide range of initiatives. CaLeqorized into general
groups, the recommendations were:

--to introduce service industry trade problems
into the MTN on a selective basis.

--to treat certain specialized service industry
problems on a industry sector basis through
existing industry-specific fora.
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_u increase? emph ;is on t:i. invetli, nti reldted
problems of scrvicc industries withini ,xistinq
investment fora.

-- to improve the ability of the U.... uvernr., nt
to analyzl and resplnd to scrvice trade , rnAlem:.
by strenqth'ening the data-gatheril iinr I [I,li-y

-

formuldtin-r i.soulc-,, . directed t, ,zd thi::
sector.

-- ti) e:;tabl ish imlproved inter-aqlen, ' ',r i nr.ltion
in aidrcs!eing tervice indu.itry ii.t- rnati ,nil
problm:.; Withi J thile fdertal stru, tuur.

--to establish a strengthened consultative process
through which ;ervicc industry vewiloint's and
'-oncerns can be ciharnled to qoverulin nt f(,r resporn'e.

In 1977 tb-t., executive branch began to act alornj the lines recom-
inenided in the r. urt . A small numl,er of barriers to .;ervice trade
hel ieved most suit..ble for current nejotiations has been introduced
at the GArT. The 1l78 reor(lanization of the Commerce, DeIattment included
creation *if :.rvice Industry divsi-,ion; in Ixoth internationa!l and domestic
areas.

In 1hlh, t llowini ,,, e.rlif ln m- t inlj at U.S. Chamber headquarters
involvinl tie i,;*. ial Trade hpr,-rventt iv, 's Office, the Commoit-e Depart-
I;lcnt arAn :;erv' -, industry rclprt-snt.lt ive,, the privatt. s, cter representa-
tive.S con lus.d I-s.l t a permanent ::trliuturc was needed in t'-. Jhaarrber
tc reprecn it t!i- intr, nitiorral cc- n,:erlns commnon to all t,:;. scn viic,
industrir s. A:; , result, th: In lotrnational S,,rvice Tndustry Committee
wad; *.;tabll:.h I d.

'Thl I, rl.l.t ion-;l -..:. lnh try Committ., I ritn: tco:cther
relresentative.; of Anerical, *.-rvi,. iindostry firms and servic- industry
tr.ade ass ciat lonl to:

1) act (oiritly to fostel the freer flow of U.S.
servi(c . i: t,) wr rld m. kcts;

.I) rivi.te le, I.,rs.ih i, ti nternati ,.,l I, rivate
sector eftoilt . to) IledU('' barriers; to, scrvic
trade;

x) chxillhl- int' rm.t it io n international and domestic
developlmeints affecttir.l U.S. service industries
in world mar);ket; and to- respond to such developments;

·) pirovide a vehicle for the members to monitor govern-
ment initiatives and ;policy affecting international
servic-, induistri.cs in general. and which can also
serve a'; a .;ournding board for such government
initiativ'o; ,Lnd policy; and
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'j) develop data and undertake or encourage research
on issues related to these objectives

To advanc,2 these purposes, the cowmmittee monitors issues which
affect U.S. service, industries il world markets. Thesc include:

-- Tidde in services with priority beinq jiven to
developments within the GATT and the OECD.

--Introduction of service industry concerns into multi-
lateral foreign investment discussions.

--U.s. government efforts to create a national export
policy.

-- U.::. antitrust [nlicy

--U.S. taxation policy

-- Labor organization relations

--The development of service industry data

--International organizations which are giving increasing
attention to invisible trade

--Multilateral discumsilns dealing with technology transfer

The committc,:'s members are invited to serve by the President of the
U.S. Chamber. The members represent service industry trade associations,
service industry firms and technical experts. The secretariat is provided
by the U.S. Chamber. The committee craws on the expertise and technical
resources of individual member firms and associations to monitor and analyze
issue areas. The committee can jpropose policy initiatives to the National
Chamber's Inter?:ational Policy Committee or any of its subcommittees, as
appropriate.

For additional information, contct GORJON J. CLONEY, director
special policy developmecnt, Chand)er of Commerce of the U.s., l1 Hit Street, N.W.,
Washington, D.C. 2(1062; (202) 659-3054.
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Mr. SuinP. As you know, the Chamber of Commerce has endorsed
the President's reorganization plan. In fact, I have here for your con-
sideration a letter from the president of the chamber to President
Carter which I would like to have included in the record.

Mr. BRo(Ks. Without ol)jed(tion, it is so ordered.
[The material follows:]
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ClIAMH LIR 01 COIMbIERCE.

UNITED STATIrS O1I AN1ERICA

tc't, ll .tr 2, 19'79
%a aat '. uiu iotosa, C 20002

kts e'. l 201 '059 0211/

The President
The Whit. Ilouse
Washington, D.C. 20500

Dear Mr. President:

We have studied carefully the Administration's Rturganization
Plan No. 3 of 1979 and your accompanying mesuage of September 25
to the Congress.

I am pleased to express our general support for your
reorganlzational scheme. Our support is based on the belief
that by strengthening and consolidating pertinent governnental
functions, the rovernrient will be better poasircTned to work
with the business coumrunity in the pro ess of str.ng;thening
our competitive stance in world markets.

'We are certain that more effective institutional arrangement:.
will enhandCt the prospects for developing and implementing the
kind:s of policies and progranm: that we need to pursue the national
export priority goal that you set for the nation in your statement
of Feptember 1978.

E.arlieL this year, ilgstlficant progress waJS made in creating
greater foreign market access for U.S. goods witil the successful
completion of thie Tokyo Koutld of Multilateral Trade Negotiations
and the slhsequent passage of the implementing legislation by the
Congress. We trust that your reorganization proposal will find
equivalent hsupport in Congl-ess alid that it can be implemented
promptly.

As re finements are mnldeL In the plan over the next 60
legislative days, we would call your aLtention to one aspect of
the plan tlat we believL n,erlts expansion. Yogu are aware of the
increasingly important rule uf service industries not only in
our domestic economy blt llu our international trade as well.
'Fle ipoliLy rL u.,pitrment.; .,f :.itvic. nihuistrles, thLreforu, should
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be recognized by vesting the U.S. Trade Representative with the
lead responsibility for setting policy on trade in services.
This action vould forually resolve problems deriving from the
traditional neglect of servicec by our foreign economic policy
mechanisme.

We in the U.S. Chamber have appreciated the opportunity to
contribute our thoughts and vievs in the formulation of your plan.
We congratulate the numerous people in your administration who
played an active part in developing the plan, and ve have been
very pleased viti. the spirit of close Coopeation that haq prevailed
Atveen our and your representatives throughout this process. Now
we will encourage the members of Cbngress to act favorably on
your plan.

,r
Sincerely,

Richard L. Lesher

cc: The Honorable Rubin Askev, Special Trade Representative
The lHonorable James Mcintyre, Director, Oftice of Management

and Budget
The Honorable Juanita N. Kreps, Secretary of Comnerce
The Honorable Luther J. Hodges, Jr.., Undersecretary of Comnerce
Harrison Wellford, Executive Associate Director, Office of

Management and Budget
Thomas Belford, Associate Director for Reorganization,

Execut: ,,. Office of the PresiJdenL
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Mr. SmtaLP. In that letter, one thing that is of concern to the cham-
ber is stressed: That is how the reorganization plan deals with the
problems of service industries in the U.S. trade. That is what I would
like to limit my brief comments to today.

We have a basic theme, Mr. Chairman. That theme is that the de-
velopment of a world economy where services are of growing impor-
tance has moved ahead of policymakers' perceptions.

That is reflected, first, in data. As you know, 7 out of 10 working
Americans are employed in services. Approximately 65 percent of our
gross national product is generated by services. Last year we had a $23
billion surplus in the services account of our balance of payments.
This is one of the few positive factors in the balance of payments.

Yet this does not seem to be recognized and translated into Govern-
ment policy, and especially trade policy.

The best way I can illustrate that is to give you a few examples of
the oversights.

No. 1, though U.S. services may tsuffer from import competition, the
trade adjustment assistance provisions of trade legislation are not
available to service producers.

No. 2, the Webb-Pomerene export promotion provis;ons do not ap-
ply to services.

No. 3, the DISC legislation is applicable to only two service
industries.

No. 4, the export promotion programs of the Commerce Depart-
ment ignore most services.

No. 5, the data collection mechanism of the U.S. Government is not
organized to concentrate on service flows.

Finally, other Government programs to facilitate exports, such as
the Export-Import Bank, refuse to assure that certain U.S. services
have a competitive chance to bid on service business related to Export-
Import Bank transactions.

In short, although we have an economy where U.S. services are im-
portant, our trade policy seems to overlook that fact again and again.

The real question is: 'How does the President's reorganization plan
address this shortcoming in our policy ?

Thanks to congressional support, which historically can be traced
to 1974 when Congress had the wisdom to include services in the Trade
Act for the first time in the history of U.S. legislation, and thanks to
continuing congressional support on this position, some progress has
been made. We have discussed this with the administration ourselves
and can see progress.

But there are still some shortcomings that are addressed in my
written statement.

There is one primary issue that I wish to address. That concerns
the new TT.S. Trade Representative's Office and how it deals with serv-
ices. It clearly has the lead in policymaking, as it should have. But it is
very ambiguous whether this lead in policymaking will be applicable to
providing leadership to correct past deficiencies and develop the proper
policies dealing with services.

The reorganization plan gives the Commerce Department a specific
mandate ars far as administering our trade policy. It is silent when
it comes to the U.S. Trade Representative's Office.
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This would be very easy to correct. It only requires consistency with
the legislation which you enacted in 1974 where, throughout the Trade
Act, commerce and trade are defined as including services.

If that were reemphasized once again--and it does not mean re-
writing the act-it would make clear the USTR's mandate. It could
be easily clarified in a statement by the administration in the Execu-
tive order that finally establishes thie way the new IU.S. Trade Repre-
sentative's Office will work.

A second related point is people. I heard your discus.sion this morn-
ing with Congrepsman Vanik.

At present, I would estimate that there is probably one person who
more or less gives the majority--but not all his time--to services. If
this is the fastest growing sector in the UT.S. economy, and there is
approximately a $23 billion surl)lus, this is nowhere near enough.

We would hope you would urge the administration to assign the
proper number of personnel in the new trade office so that this major
sector can be ad!quately dealt with.

In conclusion, Mr. Chairnlan, the United States cannot afford to
have the needs and problems of our international service industry
subrogated to the more traditional concepts of trade, as has been the
ease in the past.

Services, which in balance-of-payments terms constitute one-third
of our earnings from trade, should not suffer further neglect. With
few but some very important adjustments, especially the one I have
suggested, the administration's reorganization plan would vastly im-
prove the existing situation.

Thank you.
Mr. BRooKs. I want to thank you very much.
We will have your entire prepared statement made a part of the

hearing record at this point.
[Mr. Shelp's prepared statement follows:]
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STATEMENT
on

SERVICE INDUSTRY ASPECTS
of

REORGANIZATION OF GOVERNMENT PROGRAMS
DEALING WITH INTERNATIONAL TRADE AND INVESTMENT

before the
SUBCOMMITTEE ON LEGISLATION AND NATIONAL SECURITY

of the
HOUSE COMMITTEE ON GOVERNMENT OPERATIONS

for the
CHAHBER OF COIMMERCE OF THE UNITED STATES

by
Ronald K. Shelp

October 18, 1979

I am Ronald K. Shelp, vice president and director of the

American International Underwriters Corporation-and the Chairman of the

International Service Industry Committee of the Chamber of Commerce of

the United States. I appreciate the opportunity to appear before this

Subcommittee. Accompanying me is Mr. Gordon J. Cloney, director for

special policy development at the U.S. Chamber and executive secretary

of our committee.

'The U.S. Chamber has expressed support for the reorganization

plan submitted to the Congress by President Carter on September 25. The

Chamber urges that it be implemented promptly.

When expressing this support for the reorganization plan, the

Chamber also pointed out to the President that certain provisions

relating to the trade of U.S. service industries meaited expanstion. I

would like to comment upon this service industry aspect today. I do so

in light of earlier testimony submitted on behalf of our service industry

committee to the House Ways and Means Committet on September 7.

1
Ronald Danielian: ,"Statement on Service Industry Aspects of Reorganization
of Government Programs Dealing with International Trade and Investment"to
the Subcommittee on Trade; House Ways and Means Committee: September 7, 1979.
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Service industries deal in what are often called "invisiblee";

that is intangible products such as advertising, accountilg, banking,

insurance, air transport, lodging,'law, licensing, leasing, franchising,

finance, construction, computer services, engineering, consulting,

communioations, data transmission, shipping, motion pictures, personnel

services and others.

Services trade provided us with a surplus of $23 billion in

our balance of payments accounts in 1978. Services account for over half

of our GNP and employ seven out of ten working Americans.

Over the past 30 years, the service component within our

foreign trade has grown and a string qf services account surpluses has

been generated.

Yet U.S. trade policy concern with service industries was

almost non-existent until 1974 when the Congress first recognized the

service industries in the Trade Act of 1974. Also, the executive branch

has had.no central point for dealing with the myriad of external economic

issues affecting the well-being of service industries.

Improved policy response to U.S. service industry needs is

necessary to maintain the sector's positive position in our foreign trade

as a net earner of foreign exchange. The present reorganization offers

an excellent opportunity for the U.S. to create an improved capability

for supporting and defendit.s ts international services trade.

On September 7 of this year our International Service Industry

Committee (ISIC), in the testimony noted, made several suggestions on

how this can be achieved. I would now like to repeat these suggestions

ant: coment on the extent to which they are now met under the administrationrs

reorganization plan:
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ISIC Suggestion 1: We felt that the legislative history must

make it clear that the needs of U.S. service industries are included in

the reorgarization mandate.

Status: This suggestion is only partially achieved at present.

The President's September 25 statem, t which accompanied the

reorganization plan makes it c'ear that the Commerce Department will

address serv'^ industry needs in a far more comprehensive manner than

has been true of Commerce in the past.

However, there is no equivalent statement that the reorganized

Office of the United States Trade Representati e (USTR) has within its

leadership responsibilities the formulation of service industry policy.

This is a major omission. We feel that this oversight can easily be

corrected if the administration Includes in the executive order to be

issued :o implemei.c the plan, a statement that "trade" includes trade

in services. Such a statemen., perhaps in the preamble to the executive

order, will clearly establish the intention to deal with service trade

wttters through the USTR.

ISIC Suggestion 12: We pointed out that the reorganization

should be structured so that attention can be given to the service

sector at the highest executive policymaking levels. Also, service

industry requirements should be recognized and integrated into all

component international trade and investment functions at the operating

level.
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Status: We understand that in the USTR an assistant USTR is

to be given responsibility for service trade matters and the USTR manpower

request to OMB includes increasing the service-related professional

staff from one to four professionals. The latter increase is essential

and must be implesented.

In Commerce we understand that a Deputy Assistant Secretary

for Finance, Industry and Services will be named and that the existing

International Services Division (created at the suggestion of the

Chamber in 1978) will be expanded. Moreov;r, the service industry

sector will have designated staff in other offices dealing with trade

data, international finance, investment policy, foreign business practices

and trade promotion.

Two related procedural concerns `.ave subsequently been brought

to the attention of the Department of Commerce by our Committep. The

first is that a coordinating point should be established in Commerce as

these Service industry functions would otherwise be scattered between

several offices, divisions and bureaus. The second is the need for an

adequate professional staff in the expanded international services

division. The proposed increase from eight to 12 professionals appears

minimal,

Under Secretary of Commerce Hodges has cooperated in bringing

about the progress achieved to date. We hope these outstanding concerns

will be responded to in a positive way. At present they remain pending.
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I!IC Suggestion 13: Since services are a new area for policy

and operational concern in the executive branLt. we felt that annual

reports on overall progress relative to dealing with LU S; service industries

in international commerce eight be provided to Congress.

,Status: The Congress should encourage such reporting. It

would appear to be possible under existing procedures.

ISIC Suggestion #4: For oversight and policy development

purposes, including coordination, monitoring, data and research development,

we felt there must be a specialized and highly visible group within the

Comerce Department, which has the needed munpower and financial resources

to stay on top of international service industry issues.

Status: This suggestion relates to Suggestion #2 above. It

and is being addressed by Commerce subject to the two procedural issues

already cited, i.e. a provision for adequate internal coordination in

Conmerce and the provision for adequate manpower in the International

Services Division.

Suggestion #5: We encouraged the establishment of an in-

teragency coordinating committee on services, as suggested by a bench-

mark 1976 study on the place of U.S. service industries in our foreign
2

trade

) Status: The merit of this suggestion obviously depended on

the final way in which the reorganization of government was formulated.

We feel that under the present plan if the USTR has a clear policy lead

for services, the appropriate interagency coordinating structure can be

established through that office.

2
U.S. ServIcs Industries in World Markets - Current Problems and
Future Policy Development, U.S. Commerce Department, Washington,
D.C., December 1976,



220

3uggestion #6: We encouraged the Congress to continue to

provide firm leadership in addressing service industry feeds in reorganization,

just as it did in 1974 when recognitior of services was placec in the

negotiating authorities in the Trade Act of 1974.

Status: Several committees of the Congress and numerous

congressional leaders have expressed support for our suggestions to the

administration. This is of course appreciated by the industries involved.

We urge continued interest as the reorganization plan is implemented.

In conclusion, Mr. Chairman, the.United States cannot afford

to have the needs and problems of our international service industries

subrogated to the more traditional concepts of trade as has been the

case in the past.

Services, which in balance of payments terms, constitute one

third of our earnings from trade, should not suffer further neglect.

With the few, but important, adjustments I h.,e cited, the administration's

reorganization plan would vastly improve upon the existing situation.
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Mr. BRooKs. I have always felt that the services were critical and
were probably the best example of trade-oriented people who needed

here received a letter from a man with Pan Am Airlinei. The airlines
compete in the United States. We have three or four flying abroad, and
they compete with countries. They don't compete with private entities;
,.ley compete with countries.

I have used it as my best example of why the State Department
should be helping American industry-airlines and others-because
they are at somewhat of a disadvantage.

Regardless of what you say, the handing rights are different. You
unload your passengers way down at the end of the runway, and they
have to walk a mile and a half to get to the terminal. There are many
little ways in which the heat on all of our competitors in
their own national interest.

You can be sure the service industries are included as a part of this
reorganization plan. T think it will be. a vital part.

I don't know if it is necessary to put in the report. I think if you put
one thing in the report, where do you stop. But T think it is fully in-
cluded, in my judgment.

Mr. Horton ?
Mr. HORmoN. Thank you, Mr. Chairman.
I certainly want to agree with you on that.
I certainly agree with the testimony, especially with regard to

services.
I also want to refer to the letter, a copy of which I received also,

from John Krimsky of Pan Am.
He says:
Within the context of services, we urge also that your committee establish that

international air transport services are among those service industries included.
Pan Am favors the current U.S. aviation policy which encourages competition in
the air transport field.

We believe that as the office of the trade representative in the Department of
Commerce develops the means of supporting U.S. service exports, these activities
can be supportive of the U.S. flying airlines. We wish to make certain that the
U.S. flying airlines will be able Lo take full advantage of these activities and
receive the full support of our Government. which is intended in the President's
Rcorganization Plan.

I would certainly agree that services shoUld be included in the con.
text of what we are talking about here when we talk about the word
trade.

I certainly want to concur in the testimony you have given.
Mr. Chairman, I think it would be appropriate to include this

letter in the record.
Mr. BROOKS. Withollt o!'jection. it is so ordered.
rThe material follows:]

PAN Ax,
Washington, D.C., October 15, 1979.

Hon JACK BBOOKS,
Ohafrman, Committee on Government Operations,
U.S. House of Representatives,
Washington, D.C.

D.AR MR. CRAIRMAN: I understand that the Subcommittee on Legislation and
National Security will hold hearings on the President's Reorganization Plan
No. 8 of 1979, to consolidate trade functions of the U.S. Government. As a
U.S. flag international airline, we endorse efforts now underway by the Ad-

57-408 0 - 80 - 15
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ministration and the Congress to streLgthen the role of the U.S. Government
in support of the U.S. trade activities. We are concerned, however, that Re-
organization Plan Nc. 3 does not specifically define "trade" as including trade
In services. We urge that the Plan be amended to make this inclusion clear.

Within the context of "services," we urge also that your Committee. establish
that international air transport services are among those service industries
included. Pan Am favors the current U.S. aviation policy which encourages
competition in the air transport field. For such competition to be effective and
to serve the interests of the American people and the U.S. flag airlines, it is
essential that our Government do everything in its power to reduce discriminatory
business practices now engaged in by foreign governments which are designed
to provide competitive advantage to their own national flag airlines. We believe
that as the Office of the Trade Representative and the Department of Commerce
develop the means of supporting 1U.S. service exports that these activities can
be supportative [sic] of the U.S. flag airlines. We wish to make certain that the
U.S. flag airlines will be able to take full advantage of these activities and re-
ceive the full support of our Government which is intended in the President's
Reorganization Plan.

I am addressing an identical letter to Congressman Horton.
Sincerely,

JOHN KRIMaSKY, JR.
Mr. HORtoN. Thank you very much.
Mr. BROu_. s. The gentleman from Illinois, Mr. Erlenborn.
Mr. ERLE'BORN. Thank you, Mr. Chairman.
I would echo what my two colleagues have said.
I couldn't help but think when the witness was testifying that one

could reach a different conclusion from his testimony, since he said
that the one bright spot in our balance of payments is the service in-
dlustry and then ticked off a whole long list of governmental trade
promotional activities the service industry is not included in.

One might reach the conclusion that you do better if you don't have
the Government promotion. [Laughter.]

But I didn't reach that conclusion. I toyed with it for awhile. In-
stead, I will join my colleagues.

Thank you, Mr. Chairman.
Mr. BRoO Bs. The gentleman from Minnesota, Mr. Stangeland.
Mr. STANGELAND. I have no questions, Mr. Chairman.
Mr. BRooKls. I have one other question.
Do you feel that the adoption of Reorganization Plan No. 3 would

contribute to an increase in the IU.S. share of the international services
market

Mr. SlFmLP. I think so, iMr. Chairman, especially if it is clearly
spelled out that services are, included. As you have implied, it is cer-
tainly spelled out implicitly but it is time for the U.S. Government to
be aggressive.

Our belief that it should be spelled out explicitly is because since
traditionally there has been such neglect in this trade policy area, we
are afraid our negotiating partners will not recognize that the U.S.
view has really changed unless it is not specifically included in what-
ever way possible in the Executive order.

Mr. BRooKS. We appreciate very much your testimony.
It is a real pleasure for me to be handling a bill that the U.S. Cham-

ber of Commerce is for.
I have had real differences with them. We have had knockdown-

dragouts. For awhile I thought I was never going to have another wit-
ness that I was going to sit and listen to from the chamber.
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On consumer protection, I thought they were going to go into orbit
about it. [Laughter.]

I started to introduce it again just to get them back and have another
round with them. rLaughter.]

Mr. SHzp. All I can say is that the chamber is an organization with
about 5 million members. Its membership is probably as diverse as the
rest of society.

Mr. BROOKS. Thank you very much. We enjoyed having you and Mr.
Cloney as well.

Our next witness is scheduled to be Roger Regelbrugge, who is
president of Korf Industries. He is, appropriately, a native of
Belgium.

He has a mechanical engineering background.
Prior to joining Korf in 1974, he worked for several companies in

this country.
We are pleased to have before us today the attorney for the Korf

company, who is associated with Mr. Regeibrugge, Mr. Charles
Verrill.

Mr. Verrill will present the statewnent.
They have a small operation in mny home town. We have found that

Korf is a good industry, and we are glad to have them there.

STATEMENT OF CHARLES VERRILL, COUNSEL, PATTON, BOGGS &
BLOW, WASHINGTON, D.C., REPRESENTING ROGER R. REGEL-
BRUGGE, PRESIDENT, KOFP INDUSTRIES, I1C.

Mr. VERRmiLL. Thank you, Mr. Chainman.
I apologize for Mr. Regelbrugge's absence. He has been detained.

and I am here to try to take his place.
I am the attorney for Korf Industries and with the firm of Patton.

boggs & Blow here in Washington.
I would like to request that Mr. Regelbrugge's prepared statement

he made a part of the hearing record.
Mr. BROOKs. Witihout objection, it is so ordered.
Mr. VERRILL. The focus of Mr. Regelbrugge's testimony, which I

will summarize, relates to the issue of the prolper role of the Com'rnerce
Department in the administration of two specific trade laws; namely,
the Antidumping Act and the countervailing duty law.

I might state in this regard that Korf is a steel manufacturer which
has been long involved with proceedings under the Antidumping Act.
It was involved in the establishment of the trigger price mechanism
and in support of it.

As a result, Korf is most interested and concerned that these laws will
be effectively administered in the future when the Trade Act of 1979
goes into effect.

The Reorganization Plan No. 3 provides in its introductory provi-
sions that after the reorganization, the, Trade Representative will,
and I am quoting:

Exercise policy oversight of the application of import remedies and will, to the
extent legally permissible, establish new precedents, negotiate assurances, and
coordinate import remedies with other trade matters.
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This commentary indicates that the Commerce Department, the ad-
ministering authority for purpose of the Trade Agreements 1979 Act,
may well be limited in its ability to fully and effectively implement
the 1979 act by subjecting its interpretations and decisions under the
countervailing duty and antidumping laws to overriding decisions by
the Trade Representative.

In our view, Congress has determined that it is the policy of
the United States to effectivelys enforce import remedies under these
laws, and we do not think this policy should be undermined.

But if the Trade Representative is literally responsible for estab-
lishment of new precedents n.ld interpretations of the countervail-
ing duty and antidumping 'naws. w fear that the Commerce Depart-
ment, the agency having Fctual experience with petitions and the
practical problems raised by unfair import practices, will be denied
the ability to respond creatively to the congressional mandate to ef-
fectively enforce these two laws.

Indeed, since no two cases are ever identical, it seems to me that
Commerce may well find itself incanrable of making final determina-
tions in difficult cases without reviewing the legal interpretations,
precedents, and so forth with the Trade Representative.

Second, we are concerned that the Trade Representative, in making
final determinations under these laws, will be doing so in the broader
context of its negotiating functions. Its interpretations and precedents
under the countervailing duty and antidumping law could well reflect
negotiating biases and objectives.

We believe, however, that enforcement and application of remedies
under the antidumping and countervailing duty laws should properly
remain with the administering authority-the Commerce Depart-
ment-and should be independent of the influence of foreign govern-
ments seeking to limit or terminate privately initiated claims for
import remedies tnrough govelnment-to-government initiatives.

Third, we think that the apl)nrent ability of the Trade Representa-
tive to establish precedents or influence the disposition of pending
claims could very likely result in the unwelcome introduction of spe-
cific case determinations in trade negotiations.

Finally, we are concerned that if it is perceived by the public, that
disposition of legitimate private claims may be made in pursuit of
other trade objectives.

Companies confronting unfair trade practices may avoid pursuing
the statutory remedies under the laws that Congress has so carefully
amended. Instead, we are concerned that industry may seek broader
protectionist measures which would be far more destructive of free
trade than the partial enforcement of the existing antidumping and
countervailing duty laws.

Korf urges that this committee clarify, in whatever way it can, that
the Commerce Department in the administration of these laws will be
the administering authority in fact, as well as in name only.

We have recommended changes that might be made in the Pres4 -
dent's plan which I realize you have no authority to make but which
the President could, and they are set forth in the prepared statement.

The final point T would like to make is that Korf has been involved
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extensively in the trigger price mechanism for imported steel products.
Korf intervened on behalf of the Government in defense of that mech-
anism a year ago and is concerned that, in the future, it will continue to
be implemented.

One of the holes, if you will, that we see in the reorganization plan is
that the Commerce Department will be unable to direct by any statu-
tory measure the Customs Service, which is the actual provider of
information about the trigger pric' mechanism, to continue to exercise
those functions it has previously exercised under the Treasury Depart-
ment.

We have a suggestion in the prepared testimony as to how that prob-
lem could be remedied.

We appreciate the opportunity to appear before you this morning. I
would be happy to answer any questions.

Mr. Baotos. I want to thank you very much, Mr. Verrill, for pre-
senting a good statement. I am sure you have collaborated with Mr.
Regelbrugge.

As a general principle, do you feel that the transfer of the counter-
vailing duty and antidumping enforcement responsibilities from the
Department of the Treasury to the Department of Commerce will be
desirable?

Is this Mr. Regelbrugge I
Mr. RGEmzRIaoL Yes.
Mr. BROOKs. We are delighted to have you here.
Your counsel did a good job of presenting your testimony, and we

are sorry that you are late.
We would address this question to you and thank you. for a good

statement which was presented.
Do you think that the transfer will be desirable 1
Mr. RzELBRUGGE. You mean the transfer of the countervailing

duties I
Mr. BROOKS. Yes, and antidumping, from Treasury to the Depart-

ment of Commerce, as this reorganization contemplates.
Mr. REaOLBRUGaE. Let's put it this way, Mr. Chairman.
It has been, in our opinion, properly handled in the Treasury Depart-

ment. It can just as properly be handled in Commerce, as far as we are
concerned.

Considering it is a trade matter, I don't believe that it is illogical to
put it in Commerce.

The major concern, as Mr. Verrill has explained, is, of course, that
some or these rights or some of these particular laws in fact may be
subject to negotiation if it is part of the Trade Representntive's imple-
mentation right.

Mr. BROOKS. I want to thank youl very much.
Mr. Horton, the gentleman from New; York.
Mr. HowroN. Mr. Chairman, I don't have any questions.
I want to thank both of the witnesses for being with us and for your

testimony.
Mr. BROOKs. Mr. Erlenborn, the gentleman from Illinois.
Mr. ERLENBORN. I have no questions, Mr. Chairman.
Mr. BROOKS. Mr. Stangeland, the gentleman from Minnesota.
Mr. STANOFELAND. I have no questions, Mr. Chairman.
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Mr. BROOKS. I want to thank both of you.
Did we get the name of your assom.iate in thle record ?
Mr. R nLBtRUGOE. This is Mr. Scott Lowden, vice president and

general counsel of Korf.
Mr. BRooKs. Tlank you vel' y much.
Mr. RzGELBRUoGE. Thank yo,. Mr. (IChirman.
Mr. VERRILL. Thank you.
Mr. BRooKs. I want to tlhank ill of you and express my appreciation

to all of the witnesses who have participated by providing valuable
information on this reorganization.

The subconimittee is now adjourned.
[Mr. Regelbrugge's plrel)ae(l stiatement follows:]
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STATEMENT BEFORE THE HEARING ON TRADE REORGANIZATION
HELD BY THE COMMITTEE ON GOVERNMENT OPERATIONS,

UNITED STATES HOUSE OF REPRESENTATIVES

My name is Roger R. Regelbrugge. I am President

and Chief Executive Officer of Korf Industries, Inc., One

NCtIB Plaza, Charlotte, North Carolina. Korf Industries is

a diversified producer of steel products and steel related

technology with principal manufacturing plants in Georgetown,

South Carolina and Beaumont, Texas. Our aggregate steel

production capacity is approximately 1.3 million tons per

year and our primary product line is steel wire rod used

in the production of most basic forms of finished wire

products. We employ approximately 3,500 persons.

The Trade Reorganization Plan submitted by the

President on September 24 and the transmittal statement

which accompanied the plan raise questions about the ad-

ministration of antidumping and countervailing duty laws

which we hope will be clarified before the reorganization

becomes effective. First, we seek clarification of the role

of the United States Trade Representative in relation to

claims brought under those statutes. Second, we seek some

assurance that the transfer of antidumping responsibility

from the Treasury Depa tment to the Commerce Department will

include sufficient authority to permit Commerce to utilize

and maintain certain functions currently performed by the

United States Customs Service.



In transmitting his proposed Reorganisation Plan,

the President states that the Trade Representative will

"exercise policy oversight of the application of import

remedies= and will, *to the extent legally permissible,"

establish *new precedents," negotiate 'assurances' and

coordinate import remedies "with other trade matters rather

than case-by-case fact finding and determinations." This

commentary and a certain degree of ambiguity in the language

of the Reorganization Plan raise issues about the role of

the Trade Representative which must be more precisely

addressed and resolved before enactment of the proposed

reorganization.

Specifically, we seek assurance that the United

States Trade Representative would not be permitted to

influence the outcome of an antidumping or countervailing

duty proceedings except to the extent the 1979 Trade Act

permits suspension of investigation pursuant to agreement.

It would be inappropriate in our judgment for the Commerce

Department - the administering authority - to be limited in

its ability to fully and effectively implement the 1979 Act

by subjecting its interpretations and decisions under the

countervailing duty and antidumping laws to override by the

Trade Representative. Congress has determined that it is

the policy of the United States to effectively enforce
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import remedies under these laws and this policy should not

be undermined by the creation of a two-headed administering

authority with one head more important than the other.

If the Trade Representative is literally responsible

for "establishment of new precedents" and "interpretations"

of the countervailing duty and antidumping laws, the Com-

merce Department, while nominally the administering authority,

will be limited to application of those precedents on a

case-by-case basis. We believe this will have some unfor-

tunate consequences.

First, Commerce - the agency having actual experi-

ence with. petitions and the practical problems raised by

foreign unfair import practices - will be denied the ability

to respond creatively to the Congressional mandate to effec-

tively enforce the antidumping and countervailing duty laws.

Since no two cases are ever identical, Commerce may well

find itself incapable of making final determinations without

reviewing the legal interpretation with the Trade Represen-

tative or seeking a precedent determination. Thus Commerce

will be an administering authority in name only.

Second, the Trade Representative in making inter-

pretations and setting precedents will be doing so in the
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broader context of its negotiating function. Its inter-

pretations and precedents could reflect negotiating biases

and objectives. The ability of the Trade Representative to

bargain away legitimate private claims contradicts the

intent of Congress in the 1979 Trade Act to ensure an even-

handed, non-discretionary enforcement of the antidumping and

countervailing duty laws. The administration, enforcement

and application of remedies under the antidumping act

and countervailing duties laws should properly remain with

the administering authority, and should be independent of

the influence of foreign governments seeking to limit or

terminate privately initiated claims for import remedies

through government to government initiative or by linking

such claims to unrelated trade issues being negotiated by

the Trade Representative.

Third, far from being a "bargaining chip," the

apparent ability of the Trade Representative to establish

precedents or influence the disposition of pending claims

wi.l very likely result in the unwelcome introduction of

complex, unrelated, and often emotional issues to the

bargaining table. Trade representatives of governments with

industries having unfair trade claims pending against them

in the United States will ask for relief from these claims

as a matter of course. They may ask for termination of such
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claims as a condition to any negotiation. Issues of law

enforcement subject to resolution by administrative pro-

ceedings do not belong at a bargaining table. It is certain-

ly unrealistic to believe that substantive trade concessions

would be granted in return for terminating or otherwise

negatively influencing such claims. On the other hand, we

believe that the clear expression of statutory intent to

utilize the Office of the United States Trade Representative

to support the enforcement of legitin.ate claims of unfair

trade practices and to resolve some of the problems from

which such claims arise will crj i:-ce both its bargaining

position and its ability to negotiate agreements in the

national interest. If it is made clear that the United

States Trade Representative is empowered to act only in

support, and cannot make a negative disposition, of pending

claims, foreign trade representatives are unlikely to raise

the claims as a bargaining issue. The United States Trade

Representative could however discuss climns on its own

initiative and seek resolution of the broader underlying

issues.

Finally, if it is perceived by t1e: public that

arbitrary disposition of legitimate private claims may be

made in pursuit of other trade objectives, companies con-

fronting unfair trade practices may be discouraged from
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pursuing statutory remedies. Instead, industry is likely to

seek broader protectionist measures which could be far more

destructive of the free trade objectives of this Adminis-

tration than the impartial enforcement of our existing laws.

For example, when Bethlehem Steel and Youngstown Sheet and

Tube closed major plant facilities, partly in response to

competitive pressures of foreign imports, political pressure

mounted for drastic remedies, including the negotiation of

quotas for imported steel products. In response, the

Treasury Department developed an efficient method for

detecting and investigating antidumping violations at the

point of entry into the United States. The program, which

was initiated by Anthony Solomon, the Under Secretary of the

Treasury for Monetary Affairs, is known to our industry as

the Trigger Price Mechanism (or "TPM"). The TFM operated

with considerable success and forestalled an industry-wide

movement toward protectionist legislation. At the same

time, the TPM has never prevented, restricted or threatened

the free movement of imported steel except at prices which

importers know to be in violation of our antidumping statutes.

Many people in our industry were surprised when Korf

Industries, a transnational company with European ownership,

brought antidumping claims against European importers and

actively supported the TPM. We did so because we believe
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that effective enforcement of fair trade laws, long in

existence in this country and well known to our primary

trading partners, is a mainstay of our policy of free trade.

We must recognize that free trade, like competition, can

only work if the rules of the game are enforced equitably

and consistently. We must further recognize that the

economic system of our country is unique. Governments of

Europe and Japan, through ownership or close association,

play a direct role in the business conduct of their basic

industries. British Steel Corporation, one of the largest

steel producers in the world, suffers staggering losses year

after year. Nevertheless, because they are owned by the

British Government they cannot fail financially (except by

an extraordinary act of political will). British Steel

Corporation is not constrained by free enterprise economics.

When we brought a claim late in 1977 against British Steel

for dumping wire rod in United States markets, the results

of a preliminary investigation by Treasury disclosed dumping

margins of eighty-three percent below fair value! We later

dropped our claim in support of the TPM. But we learned a

hard lesson. Our two plants in the United States are among

the most modern and cost efficient in the world. Yet we

cannot compete in our own domestic market with a giant

foreign importer willing to sustain deep losses over a long

term without regard to the economic consequences.



234

We respectfully request that the President's Reor-

ganization Plan adopt the following language chances or

equivalent wording to assure that the role of the Trade

Representative will support rather than inhibit the enforce-

ment of our antidumping and countervailing duty laws:

First, delete Section l(b)(3)(D).

Second, add Section l(b)(5) to read as follows:

"The Trade Representative shall provide advice regarding

United States trade policy to the Secretary of Commerce and

shall support that department in the enforcement of the

countervailing duty and antidumping function under Section

303 and Title 7 of the Tariff Act of 1930."

Third, at Section 2(a) at the end of the paragraph

add: "and shall be the 'administering authority' for

purposes of Section 771 of the Trade Agreements Act."

These changes would ensure the primacy of one

agency - Commerce - in implementing the revised antidumping

and countervailing duty laws. They would eliminate the

potential for erosion of public confidence in the intention

of the Executive Department to fully - and even-handedly -

implement the expressed will of Congress in providing a

clear statutory basis for dealing with dumping and subsidies

which have been characterized by the Senate Finance Cormittee
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as two of the most pernicious practices adversely affecting

United States commerce.

Our second recommendation is to mandate interagency

cooperation to assure the efficient administration of

antidumping responsibilities by the Commerce Department.

Antidumping enforcement frequently requires the assistance

of Customs officials to monitor and transmit information

about imported products to the administering authority. As

we have indicated, the statistical data and affidavits

obtained by the Customs Service at ports of entry into the

United States are the keystone of effective enforcement of

the Triggel Price Mechanism in the steel industry. While

the Customs Service will remain in Treasury, their reporting

responsibility in antidumping matters will shift from the

Office of Tariff Affairs within the Treasury to an equi-

valent section of Commerce. We believe it is appropriate to

seek some assurance through legislative direction and an

implementing interagency agreement, that Customs will

continue to carry out its antidumping functions under the

authority of the Commerce Department. We therefore res-

pectfully request adoption of the following language change

or equivalent wording in the President's Reorganization

Plan:
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At Section 5(a)(1)(C), line 6 after "Secretary,"

insert "shall conduct such inquiries and promptly compile

and furnish such data as may be directed by the Secretary."

We hope that our recommendations will be viewed as

constructive changes in the President's Reorganization Plan.

We believe that their implementation will improve the

administration of our unfair trade laws and in so doing will

enhance the effectiveness of our overall national crade

policy.

[Whereupon, at 10):50 a.mil., the sultwonmilittee adjourned. to re-
convene subject to the call of the Chair.]
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AI)DITIONAI, STATEMIIENTS SUBMITTED FOR
THE RECORD

STATEMENT BY
NATIONAL MACHINE TOOL BUILDERS' ASSOCIATION

BEFORE THE
SUBCOMMITTEE ON LEGISLATION AND NATIONAL SECURITY

COMMITTEE ON GOVERNMENT OPERATIONS
U. S. HOUSE OF REPRESENTATIVES

OCTOBER 16, 1979

I. Introduction

The National Machine Tool Builders' Association is a

national trade association representing over 370 American machine

tool manufacturing companies, which account for approximately

90% of the United State's machine tool production.

Although the total machine tool industry employs

approximately 100,000 people with a combined annual output of

around $3 billion, most NMTBA member companies are small businesses

with payrolls of 250 or fewer employees.

While relatively small by some corporate standards,

American machine tool builders comprise a very basic segment of

the U.S. industrial capacity, with a tremendous impact on America.

It is the industry that builds the machines that are the foundation

of America's industrial strength. Without machine tools, there

could be no manufacturing, there would be no trains, no planes,

no ships, no cars; there would be no power plants, no electric

lights, no refrigerators and no agricultural machinery.

(X7)
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Indeed, economists and government officials increasingly

have come to recognize that the machine tool industry is an

excellent barometer for measuring the economic health of the nation.

We welcome this opportunity to comment on the

Administration's proposed trade reorganization proposal. We hope

that our observations and suggestions, based upon wide experience

in international trade on behalf of the U.S. machine tool

industry, will be particularly valuable in the evaluation of the

trade reorganization proposal now before this Committee.

II. National Machine Tool Builders' Association Export
Promotion Activities

NMTBA and its member companies have devoted considerable

time and effort to increasing exports.

NMTBA, on behalf of the American machine tool industry

is devoting its own resources to the development and maintenance

of international markets everywhere in the world. The Association

has three people who spend virtually their full time overseas

promoting United States machine tool exports with considerable

assistance from the Department of Commerce.

NMTBA develops seminars and workshops to train our

members' people on international financing, export licensing, or

any other subject that will benefit a machine tool builder. We

conduct market research to locate new and promising markets for

industry development. We have conducted twenty-four Industry

Organized, Government Approved (IOGA) trade missions to help
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gain a foothold in these new markets, and more are planned for

1979 and 1980. We sponsor foreign exhibitions so that our

members will have more opportunities to display their products

overseas. In addition, we often work in close conjunction with

the Commerce Department on such activities as recruiting exhibitors

for export promotion events such as catalog shows, video tape

shows and technical seminars. We organize reverse trade missions

to bring foreign buyers to our plants. And we bring large groups

of foreign visitors to the International Machine Tool Show in

Chicago every two years. The Coimmerce Department has worked

closely with us in the development and implementation of these

programs, as have the commercial officers in our embassies and

trade centers around the world.

III. International Trade Reorganization Plan

The Carter Administration has proposed a major reorgani-

zation of Federal Government trade functions designed to strengthen

the U.S. position in international markets by expanding exports,

improving enforcement of trade laws, and upgrading trade

activities consistent with the new Multilateral Trade Agreements

(MTA). This reorganization, which will centralize authority

for U.S. trade acitons and will provide the leadership required

for the development and implementation of trade policy, consists

of four principal elements-

1. The creation of a new Cabinet rank office
of the U.S. Trade Representative, which
would replace the current Special Trade
Representative (STR) post, and be imbued
with increased responsibility for trade
policy;
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2. The strengthening of the Commerce
Department's domestic and international
trade functions, and the creation of
the Office of Under Secretary for
International Trade, which would have
primary responsibility for non-agricultural
trade program implementation:

3. The establishment of a Trade Policy
Committee, an interagency coordination
group chaired by the Trade Representative,
which would be responsible for developing
general U.S. trade policy;

4. The creation of a Trade Negotiation
Committee, which would essentially be a
creature of the Trade Policy Committee
charged with the specific task of
coordinating and managing specific trade
negotiations consistent with policy
objectives.

We strongly support the underlying philosophy of this

reorganization and believe that the above described administrative

structure would be most effective in achieving:

1. Centralized authority for U.S. trade
activities;

2. Improved coordination between trade
and other U.S. policy objectives;

3. Upgraded priority for government
trade activities;

4. Establishment of a strong authoritative
voice for trade policy in the Executive
Office of the President;

5. Focused responsibility on one Cabinet
Department for non-agricultural govern-
ment trade activities; and

6. Strengthened interagency consultive
processes on trade policy matters.

We feel that the tripartite structuring of this new

international trade administrative apparatus is theoretically sound

in that it provides for:
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1. A streamlined senior executive post,
the Office of the U.S. Trade Represen-
tative, with close access to the President;

2. Interagency coordination through the
Trade Policy Committee; and

3. Implementation, management and enforce-
ment of the MTA and other existing trade
agreements and laws by the already
experienced Commerce Department.

Furthermore, the combining of both domestic and

international trade functions within one department recog.nizes

the fact that business is now conducted on a worldwide basis,

ard that trade is a global function, rather than a national

or regional endeavor. Artificially dividing domestic and inter-

national trade functions into separate departments would therefore

be counter-productive to the kind of coordination necessary to

take full advantage of the new global markets.

One specific element of the trade reorganization plan

which we feel is particularly noteworthy is the very significant

and helpful innovation which would transfer foreign service

commercial officers from the jurisdiction of the State Department

to that of the Department of Commerce. Such a realignment of

foreign service personnel would both: (1) strengthen the role of

commercial officers, by supplying them with the technical backup

assistance of a department concerned primarily with the interests

of commerce and trade rather than politics and diplomacy; and (2)

more clearly define the professional career paths of the individuals

involved in this spec; ilized foreign commercial service.
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Relative to one other aspect of this reorganization

plan which has received some criticism, we make particular note

of our support for tne transfer of the antidumping and counter-

vailing duty functions from the Department of the Treasury to

the Commerce Department. This is a logical step in the consoli-

dation of international trade administrative functions. We

would further recommend that the Commerce Department and the U.S.

Trade Representative should work in consultation on these matters,

but that the Department of Commerce's final determination not be

subject to disapproval by the Trade Representative.

We are aware that there are a number of other criticisms

of this proposed restructuring plan which fault it for not

providing a specially tailored solution to every individual problem

in the current system. In response to these concerns we would

suggest that this proposed reorganization of the international

trade functions of the U.S. Government should not be viewed as a

panacea to all the contemporary maladies of U.S. exporters. Rather,

it must be viewed in the proper perspective -- that is, the restruc-

turing to manage the Multilateral Trade Agreements which will

become operative the first of next year, as well as other new and

existing foreign trade programs. Furthermore, its critics, and

supporters we might add, must understand that this executive

department reorganization plan is generically not the proper

vehicle for remedying problems which should be addressed by

Congressionally enacted legislation.
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Moreover, reorganization plans are by their very

nature designed to rapidly implement necessary executive branch

administrative functions, without becoming entangled in

Congressional debate over substantive policy decisions. Such

is very definitely the situation in this case, as it is impera-

tive that we have an effective international trade adminis-

trative capacity firmly in place by January 1, 1980 in order to

be able to take full advantage of the new trade benefits that

will become available as a result of the recently concluded

Multilateral Trade Agreements.

Once this administrative restructuring ha.' occurred,

it will then be Congross' function to enact export promotion

programs that will move the U.S. forward in assuming its

rightful place in world markets once again.

In short, this reorganization plan should be viewed

as the Executive crucible into which the Congress must now be

charged with the duty of pouring the white hot mettle of renewed

and vigorous American export promotion programs and initiatives.

IV. Conclusion

In conclusion, we thank this Committee for its interest

in the vital area of international trade. We believe that the

above described executive branch international trade reorganiza-

tion plan in conjunction with other specific export promotion

proposals would greatly encourage companies not presently active

in export trade to become so involved, and to assist industries

such as our own to remain vigorous in this increasingly important

business arena.
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October 25, 1979

The Honorable Jack Brooks
Chairman, Subcommittee On RECEIVED
Legislation and National
Security, Commnittee On OCT :b 19i1
Government Operations

United States House of Representatives Lc:: ,, dulvorInal
Washington, D.C. 205?5 C4raty rSubcoinmittee

.e: Reorganization Plan No. 3 of 1979

Dear Chairman Brooks:

Please accept my thanks and appreciation for the
opp i.unity of submitting this letter as part of the record
of yuar Subcommittee's hearings regarding President Carter's
plan for reorganizing the various Executive Department
functions related to international trade.

For the record my name is Henry F. Frailey. I am a vice
president of Corning Glass Works, Corning, New York. For over
ten years my company has been involved in efforts to stop what
it believes is unfair and excessive importation of television
receivers into this country. I personally have served as
Chairman of the Imports Committee, Tube Division of the
Electronic Industries Association which has been very active
in its efforts to secure proper enforcement of the Antidumping
Act of 1921. I have also been active in an organization called
COMPACT, the Committee to Preserve American Color Television.
COMPACT is a Labor-Industry Coalition formed in 1976 to promote
fair international trade and to stop what it feels is unfair
and excessive importation of television receivers into this
country.

Since the early 1960's tens of thousands of jobs have been
lost in America's consumer electronics industry because of
imports. The television industry and its workers can testify
from bitter experience about the failure of our laws and the
people who administer them to prevent unfair trade practices.
The comments I offer today are based on my long experience in
working with these organizations in attempting to deal with these
problems. These comments are my own views and are not offered
as the views of either COMPACT or the Electronic Industries
Association.

I believe that the effectiveness of our antidumping law
requires that its administration be certain, predictable and



effective. Untortunately, these characteristics do not describe
.he present administration of our antidumping law.

On March 10. 1971 the Secretary of the Treasury entered
a formal dumping finding with respect to television receivers
from Japan, T.D. 71-76. 36 P.R. 4597. This formal finding
was preceded by a finding by th.e Secretary of the Treasury
that television receivers from Japan were being dumped in this
country illegally and a unanimous determination by the Tariff
Commission (now the Intenrational Trade Commission) that an
industry in this country was being injured by that illegal
dumping.

Documents available in the public reading file at the
United States Customs Service indicate that several hundred
million dollars in dumping duties may be due on television
receivers imported since 1971; yet the great bulk of these
duties remain unassessed and uncollected.

I believe that the failure of the Treasury Department to
enforce the Antidumping Act of 1921 properly is the result of
a long standing and deep seeded philosophical bias against
the purposes of that Act. It is sincerely hoped that the
enforcement of the new antidumping provisions contained in
the Trade Agreements Act of 1979, Public Law 96-39, will
experiencie aore hospital treatment in the Department of
Commerce. While those who have been dissatisfied with the
Treasury Department's shortcomings in this regard generally
welcome the new venue for antidumping matters in the Department
of Commerce, there are several concerns regarding the proposed
reorganization.

The proposed reorganization plan places overall responsi-
bility for the coordination of trade policy with the new United
States Trade Representative acting in concert with the inter-
agency Trade Policy Committee. The Trade Representative will
act as a "neutral broker' to help resolve trade policy issues
which arise because of the differing goals and objectives of
the various executive departments and agencies. This is a sound
organizational concept which should contribute substantially
to the formulation of a well coordinated national trade policy.

While the establishment of a central figure to coordinate
our nation's trade policy is a welcome development, it would be a
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serious mistake to deprive the heads of individual agencies
of their policy making roles'with respect to the specific
statutes which they are legally responsible for enforcing.
The responsibility for enforcing the antidumping provisions of
the Trade Agreements Act of 1979 falls on the "administering
authority." See S771(1) of the Tariff Act of 1930 as created
by S101 of the Trade Agreements Act of 1979, Public Law 96-39,
93 Stat. 176. Under the proposed reorganization plan the
administering authority would be the Secretary of Commerce. In
my judgment the new Trade Representative's role of policy
coordination should not be deemed to preempt the Secretary's
ultimate enforcement responsibility under the organic statute.

Prior to submitting Reorganization Plan No. 3, scme
consideration was given to transferring enforcement responsi-
bility for antidumping iand countervailing duty cases to the
U.S. Trade Representative. In his testimony of October 16,
1979 to your Subcommittee,James T. McIntyre, Jr., Director of
the Office of Management and Budget, expressed the fear that
"combining lead negotiating responsibility with enforcement
could create the appearance that CVD and antidumping cases would
be matters for negotiation rather than enforcement." If the
proposed plan were deemed to place ultimate policy responsibility
on the enforcement of the antiduntping law with the U.S. Trade
Representative, then Mr. McIntyre's fears could well be realized.

Under Reorganization Plan No. 3 of 1979 the transfer of
policy and interpretation functions regarding antidumping and
countervailing duty law to the U.S. Trade Representative has
been limited so that such transfer applies only to the extent
"consistent with any other law." See Section l(b)(3) of the
Plan. I strongly urge this Committee to recognize that the
ultimate policy responsibility for enforcement of the antidump-
ing law will rest with the Secretary of Commerce pursuant to the
provisions of Section 771(1) of the Tariff Act of 1930, as amended
by Section 101 of the Trade Agreements Act of 1979, 93 Stat. 176.
While the Secretary will undoubtedly wish to consult with the
U.S. Trade Representative on these matters, nothing in the
Reorganization Plan should be deemed to disturb the policy and
adninistrative responsibilities conferred upon by the Secretary
by the substantive provisions of the antidumping law.

The second problem which I would like to raise with the
Subcommittee concerns the attempted transfer of functions under
Section 617 of the Tariff Act of 1930, 19 U.S.C. 1617, from the
Secretary of Treasury to the Secretary of Commerce. This section
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authorizes the Secretary of the Treasury to comprcmise "claims
arising under the customs laws." The position of the Department
of Justice is that the "claims" referred to in 19 U.s.C. 1617
also relate to duties which may be owed under our antidumping or
countervailing duty law. Careful research into the origin of
the language presently codified in 19 U.S.C. 1617 leaves no
doubt that this provision i, inapplicable to antidumping duties
and countervailing duties, and applies only to the compromise
of fines, penalties and forfeitures. A legal memorandum
analyzing the history of this provision is attached to this
letter for the benefit of the committee.

The antidumping law mandates that dumping duties be assessed
in accordance with a very specific aid precise formula once an
antidumping order has been published. I am not aware of a single
instance prior to the television dumping case where the Secretary
of the Treasury has claimed authority to compromise the assess-
ment of dumping duties under 19 U.S.C. 1617.

We urae that the Subcommittee reaffirm the original
Congressional intent when the language of 19 U.S.C. 1617 was
originally enacted, that that provision has no applicability
to antidumping and countervailing duty cases. Otherwise, the
compromise of the duties owed under the antidumping law will
effectively negate the remedial and deterrent purposes of the
law.

I hope that you find these comments bot,. useful and
constructive.

Very truly yours

Henry. Frailey

HFF:gz
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Mr. Henry F. Frailey RECEIVED
Vice President
Corning Glass Works OCT b 1979
Corning, New York 14830

Leg,. ,~,,n f.Jd NiltonaI
Dear Mr. Frai.ley Security Subcommintt

You have asked for our opinion as to whether the authority
to settle claims within the meaning of 19 U.S.C. 1617 includes
the authority to settle or compromise the assessment of special
dumping duties within the meaning of the Antidumping Act of 1921,
19 U.S.C. 160 et. seq. 19 U.S.C. 1617 reads as follows:

Upon a report by a customs officer, United States
attorney, or any special attorney, having charge
of any claim arising under the customs laws,
showing the facts upon which such claim is based,
the probabilities of a recovery and the terms
upon which the same may be compromised, the
Secretary of the Treasury is authorized to com-
promise such claim, if such action shall be
recommended by the General Counsel for the Depart-
ment of the Treasury.

An examination of the legislative origin of this provision
raises substantial doubt as to whether this authority extends
beyond the settlement of fines, penalties and forfeitures.

Section 1617 must be read in the context of its original
setting as Chapter 356, Section 617 of the Tariff Act of 1922.
Here, as one of three enforcement provisions, the real intent
of Congress can be discerned.

Sections 616, 617 and 618 of the 1922 Act read as follows:

SEC. 616. COMPROMISE OF CLAIMS. -- It shall not
be lawful for any officer of the United States
to compromise or abate any claim of the United
States arising under the customs laws for any
fine, penalty, or forfeiture, and any such officer
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who compromises or abates any such claim
or attempts to make such compromise or abate-
ment, or in any manner relieves or attempts to
relieve any person, vessel, vehicle, merchandise,
or baggage from any such fine, penalty, or for-
feiture shall be guilty of a felony and upon
conviction thereof shall be punished by a fine
of not more than $5,000 or by imprisonment for
a term of not exceeding two years: Provided,
That the Secretary of the Treasury shall have
power to remit or mitigate any such fine,
penalty, or forfeiture, or to compromise the
same in the manner provided by law.

SEC. 617. SAME. -- Upon a report by a collec-
tor, district attorney, or any special attorney
or agent, having charge of any claim arising
under the customs laws, showing the facts upon
which such claim is based, the probabilities
of a recovery and the terms upon which the
same may be compromised, the Secretary of
the Treasury is hereby authorized to compromise
such claim, if such action shall be reconmmended
by the Solicitor of the Treasury.

SEC. 618. REMISSION OR MITIGATION OF PENALTIES.
-- Whenever any person interested in any vsse.
vehicle, merchandise, or baggage seized under
the provisions of this Act, or who has incurred,
or is alleged to have incurred, any fine or
penalty thereunder, files with the Secretary
of the Treasury if under the customs laws, and
with the Secreta.y of Commerce if under the
navigation laws, before the sale of such vessel,
vehicle, merchandise, or baggage a petition for
the remission or mitigation of such fine, penalty,
or forfeiture, the Secretary of the Treasury, or
the Secretary of Commerce, if he finds that such
fine, penalty, or forfeiture was incurred without
willful negligence or without any intention on
the part of the petitioner to defraud the revenue
or to violate the law, or finds the existence of
such mitigating circumstances as to justify the
remission or mitigation of such fine, penalty,
or forfeiture, may remit or mitigate the same
upon such terms and conditions as he deems
reasonable and just, or order discontinuance of
any prosecution relating thereto. In order to



enable him to ascertain the facts, the
Secretary of the Treasury may issue a
commission to any special agent, collector,
member of the Board of United States General
Appraisers, or United States Commissioner, to
take testimony upon such petition: Provided,
That nothing in this section shall be construed
to deprive any person of an award of compensa-
tion made before the filing of such petition.

Note that Section 616 is headed "COMPROMISE OF CLAIMS,'
and Section 617 iG headed 'SAME." The phrase, "Compromise of
claims", as it relates to these two sections is to be defined
therein, and in each section the phrase is intended to have
the same meaning.

Note further, that in the text of Section 616, the
phrase, "Compromise of Claims," is mentioned twice, and in
both cases the phrase refers to compromising a claim under
the custom laws for 'fine, penalty or forfeiture."

Thus, in Section 616, Congress first made it unlawful
for any officer of the United States to compromise a claim
for any fine, penalty or forfeiture; and then, in the proviso,
Congress authorized the Secretary of Treasury to compromise a
fine, penalty cr forfeiture in the manner provided by law.
Clearly, Congress intended that the compromise of claims would
involve only fines, penalties or forfeitures.

Note further the exact language of the Proviso:

"Provided: That the Secretary of the Treasury shall have
power to remit or mitigate any such fine, penalty or forfeiture,
or to compromise the same in the manner provided by law."

Where then are we to look to determine the manner in which
the Secretary will have the power to remit or mitigate and
compromise a fine, penalty or forfeiture? Where indeed, but
in the very next two provisions, Section 617, entitled "SAME"
(relating, as previously stated, to "COMPROMISE OF CLAIMS")
and Section 618 entitled "REMISSION OR MITIGATION OF PENALTIES."

Seen from this point of view, these three sections,
appearing as part of the Enforcement Provisions of the 1922
Tariff Act, clearly relate only to fine, penalties and for-
feitures, and thus the contention that the Secretary
has power to compromise claims for antidumping duties is patently
erroneous. It now only remains to follow tne legislative history
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of these three sections down to modern times.

In 1930, these three sections were recodified as part of
Chapter 497 of the Tariff Act of 1930 as follows:

SEC. 616. COMPROMISE OF GOVERNMENT CLAIMS
PROHIBITED -- EXCEPTION.

It shall not be lawful for any officer of the
United States to compromise or abate any claim
of the United States arising under the customs
laws for any fine, penalty, or forfeiture, and
any such officer who compromises or abates any
such claim or attempts to make such compromise or
abatement, or in any manner relieves or attempts
to relieve any person, vessel, vehicle, merchandise,
or baggage from any such fine, penalty, or for-
feiture shall be guilty of a felony and upon
conviction thereof shall be punished by a fine
of not more than $5,000 or by imprisonment for a
term of not exceeding two years: trovided, That
the Secretary of the Treasury shall have power
to remit or mitigate any such fine, penalty, or
forfeiture, or to compromise the same in the
manner provided by law.

SEC. 617. COMPROMISE OP GOVERNMENT CLAIMS BY
SECRETARY OF TREASURY.

Upon a report by a collector, district attorney,
or any special attorney or customs agent, having
charge of any claim arising under the customs laws,
showing the facts upon which such claim is based,
the probabilities of a recovery and the terms
upon which the same may be compromised, the
Secretary of the Treasury is hereby authorized to
compromise such claim, if such action shall be
reconmended by the Solicitor of the Treasury.

SEC. 618 REMISSION OR MITIGATION OF PENALTIES.

Whenever any person interested in any vessel,
vehicle, merchandise, or baggage seized under the
provisions of this Act, or who has incurred, or
is alleged to have incurred, any fine or penalty



252

thereunder , files with the Secretary of the
Treasury if under the customs laws, and with the
Secretary of Commerce if upder the navigation laws,
before the sale of such vestel, vehicle, merchan-
dise, or baggage a petition for the remission or.
mitigation of such fine, penalty, or forfeiture,
the Secretary of the Treasury, or the Secretary
of Commerce, if he finds that such fine, penalty,
or forfeiture was incurred without willful
negligence or without any intention on the part
of the petitioner to defraud the revenue or to
violate the law, or finds the existence of such
mitigating circumstances as to justify the
remission or mitigation of such fine, penalty,
or forfeiture, may remit or mitigate the same
upon such terms and conditions as he deems
reasonable and just, or order discontinuance of
any prosecution relating thereto. In order to
enable him to ascertain the facts, the Secretary
of the Treasury may issue a commission to any
customs agent, collector, judge of the United
States Customs Court, or United States commis-
sioner, to take testimony upon such petition:
Provided, That nothing in this section shall be
construed to deprive any person of an award of
compensation made before the filing of such
petition.

Note that the same pattern persists. Section 616 is entitled
COMPROMISE OF GOVERNMENT CLAIMS PROHIBITED -- EXCEPTION," and

the power of the Secretary of Treasury remains the exception.
Note further that Section 617 logically follows as an explanation
of the exception and in this regard is entitled "COMPROMISE OF
GOVERNMENT CLAIMS BY SECRETARY OF TREASURY." Section 618 has
been rewritten, but it remains in logical tandem with Section
617 as an explanation of the Proviso in Section 616. Clearly,
at this juncture, there is no evidence that Congress contemplated
the Secretary compromising anything but fines, penalties and
forfeitures.

Before proceeding further with an analysis of the history
of these provisions it might be worthwhile to examine Contoni-
ficio Bustese, SA. v. orgenthau Secretary of the Treasury
et al., 121 F.2d 884, (D.C. Cr 1941). Here the appellant
sought an order directing the Secretary of the Treasury to
reconsider a petition for remission or mitigation of a customs
exaction on the grounds that it was a penalty and thus



capable of remission and mitigation under 19 U.S.C. 1618. The
Secretary had held that the exaction in question was in reality
a duty, not a penalty, and therefore he had no authority under
the statute to remit or mitigate. The Court went on to hold
that such an exaction was in fact a penalty; however, as it
relates to the instant case, the interesting fact is that there
was no allegation made by either the appellant or the government
that if the exaction was a duty it could then be compromised
under 19 U.S.C. 1617. Surely, if it was generally perceived by
the government or members of the bar that Section 1617 allowed
the Secretary to compromise customs duties, this contention, in
one form or the other, would have inevitably found its way into
this case.

In 1948, Section 1616 was repealedt however, its provisions
based upon Section 1616 of the 1940 Codification appeared in
18 U.S.C. 1915 as follows:

COMPROIBSE OF CUSTOMS LIABILITIES

Whoever, being an officer of the United
States, without lawful authority compro-
aises or abates or attempts to compromise
or abate any claim of the United States
arising under the customs laws for any fine,
penalty or forfeiture, or in any manner
relieves or attempts to relieve any person,
vessel, vehicle, merchandise or baggage
therefrom, shall be fined not more than
$5,000 or imprisoned not more than two
years, or both. June 25, 1948, c. 645, 62
Stat. 793.

Essentially, nothing has changed except, as a matter of
indexing, this provision now appears in the penal code. The
statute still applies only to fine, penalties and forfeitures
and the old proviso portion of its precursor is represented by
the use of the words 'without lawful authority.'

Once again, that "lawful authority' can be found in 19 U.S.C.
51617 whlich for all practical purposes remains strikingly similar
to the 1922 and 1932 acts:

1617. COMPROMISE OF GOVERNiENT CLAIMS BY
SECRETARY OF TREASURY

Upon a report by a cllector, United States
attorney, or any special attorney or customs

57-408 0 - 80 - 17
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agent, having charge of any claim arising
under the custom laws, showing the facts
upon which such claim is based, the probabil-
ities of a recovery and the terms upon which
the same may be compromised, the Secretary of
the Treasury is authorized to coapromise
such claim, if such action shall be recommended
by the General Counsel for the Department of
the Treasury. June 17, 1930, c. 497, Title IV,
5617, 46 Stat. 757, May 10, 1934, c. 277,
SS12(b), 48 Stat. 759; June 25, 1948, c. 646,
51, 62 Stat. 869.

The final amendment to 19 U.S.C. 51617 occurred in 1970
substituting a reference to a customs officer for a reference
to a collector. Section 1618 still remains in force though
amended.

On the basis of this historical analysis, there in little
or no merit to the contention that the Secretary may compromise
dumping duties under 19 U.S.C. 1617.

Phe special dumping duty has been described as an 'equalizing
duty' the imposition of which is not regarded as a 'penalty",
but rather a 'duty sufficient to equalize competitive conditions.'
Sturm, A Manual of Customs Law, New York, American Importers
Association, 1976, at p. 134. Special dumping duties fall
into the same category as normal duties. C.J. Tower & Sons v.
United States, 21 CCPA 417, 427 (1934). There is a separate
category of customs exactions which includes fines, penalties
and forfeitures. These exactions are imposed for violations
of the laws governing the importation of merchandise. 'Penalties
are severe, but have been considered necessary in order to enforce
the customs laws and prevent smuggling and fraud on the Govern-
ment.' Sturm, A Manual of Customs Law 8upplament - 1976,
American Importers Association, ew Yor 1976 at p. 127.

Clearly, Congress never intended for the Secretary to
possess the power to compromise customs dutiesl for him to have
such power would render the tariff law of this country virtually
worthless. If the authority to compromise duties exists, it is
the Se- etary and not Congress who becomes the final authority
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as to what rate of duty should be exactt cnr each imported
item. It would be an exercise of futility for Congress, after
the arduous task of compiling facts and hearing testimony, to
set custom duties only to allow the Secretary, for reasons
which Congress might or might not find pertinent, to alter such
rates as he sees fit.

The imposition of special dumping duties is mandatory
following the publication of a formal dumping finding under
the Antidumping Act of 1921, 19 U.S.C. 161 or following t..e
publication of a antidumping duty order under the recently
enacted amendments to S736 of Tariff Act of 1930, 9,4 :,Jst. 172
and the formulae for calculating thole dutas are quite -pecific.
Since antidumping duties are considered to fall in the same
category as ordinary duties, there appears to be little basis
for bringing the assessment of such duties within the reach
of 19 U.S.C. 1617.

Very truly yours,

HANNA & CULLEN

By D Cue
Paul D: Cullen
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STATEMENT

of

GTE PRODUCTS CORPORATION

Submitted to the

HOUSE GOVERNMENT OPERATIONS COMMITTEE

on

TRADE REORGANIZATION

November 6, 1979

OTE Products Corporation ("GTE") is a wholly-owned sub-

sidiary of General Telephone & Electronics Corporation.

GTE manufactures and markets a wide variety of products

and services in the United States and in foreign countries

to the private (consum,er and commercial) and governmental

sectors. OTE imports and exports articles in both finished

and unfinished states; it competes in markets that are

sensitive to import competition and in markets that

present significant export opportunities. GTE employs

nearly 100,000 persons in its domestic and international

operations; its sales during 1978 were $4.1 billion.

OTE supports the concept of coordinating, in an executive

department of the Government, the United States trade

policy functions presently spread among fifty or more

Government entities. We believe that the Department of

Commerce, with appropriate restructuring and streamlining,
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could serve as that coordinating Department. We also

believe that the successor entity to the Office of

Special Trade Representative should act as a separate

watchdog agency to help assure that the United States

receives the benefits it bargained for in the Tokyo

Round of the Multilateral Trade Negetiations.

At the same time, we urge that the responsibility for

administering and enforcing the antidumping and counter-

vailing duty laws should rest entirely with an indepen-

dent regulatory agency, such as the International Trade

Commission ("ITC"), as free as possible from pressure

to use U.S. trade law as a foreign policy tool.i/ We

direct the thrust of our comments to this latter point

as well as to other matters concerning the effect of

trade reorganization on unfair trade practices.

Theresponsibility for finding "less than fair value sales"

in antidumping cases and for determining the existence of

a subsidy in countervailing duty cases should not lie in

a policy-making Government agency. Because the Trade

Agreements Act of 1979 liberalizes the antidumping and

countervailing duty laws, arguably making it more diffi-

cult to protect domestic trade against unlawful dumping

m/ Such an independent regulatory agency could be housed
in the trade policy-making department in the same way
that the Federal Energy Regulatory Commission is a part of
the Department of Energy, but it should not be influenced
by the host department.
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and subsidies, it is important that an independent body

be available to enforce these laws in strict confor-

mance with their provisions.*/ In addition, a policy-

making executive department would be more prone to twist

the intent and meaning of the antidumping and counter-

vailing duty laws in the name of trade policy than an

independent regulatory agency. A case in point is the

way in which the Department of Treasury, an executive

department, has for over ten years almost entirely

thwarted the result of the dumping finding against

certain television receivers from Japan.*"/

The behavior of the Department of Treasury in this matter

and in its administration of the antidumping and counter-

vailing duty laws has been the subject of serious congressional

criticism. **/

!/ This is not to say that it would be inappropriate, for
example, for a policymaking agency to settle an anti-
dumping case by accepting an undertaking by the defen-
dant to eliminate completely the injurious effect of
the dumping. However, we believe that the authority of
such an agency should be limited to cases where an
independent body has first determined that the market
place result on which an undertaking is predicated will
be reached.

OO/ See the allegations set forth in Committee to Preserve
American Color Television (a.k.a. COMPACT) et al. v.
W. Michael Blumenthal et al., Case No. 79-1207 (D.C.D.C.,
decided June 26, 1979); appealpending, No. 79-1948, D.C.Cir.

s!a/See S. Rept. No. 96-249, 96th Cong., 1st Sess. (1979)
pp. 76-77 and H. Rept. No. 96-317, 96th Cong., 1st Sess.
(1979), p. 69.
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We suggest that the most practical way to avoid politicizing

enforcement or the antidumping and countervailing duty laws

would be to end the present approach of bifurcating the

findings of subsidy or dumping by the Department of Treasury

on the one hand, and the findings of injury by the Inter-

national Trade Commission on the other hand.-/ The ITC,

an independent regulatory agency should be responsible for

finding both *less than fair value sales" and resulting

injury in antidumping cases, and both subsidy and resulting

injury in countervailing duty cases. If this suggestion

were implemented, we see no reason why the U.S. Customs

Service could not provide the ITC with the same information

with respect to antidumping and countervailing duty matters

which it presently provides to the Department of Treasury

in such matters.

With respect to the unfair import practice provision of

the Tariff Act of 1930 (section 337), we believe that

the same independent regulatory agency assigned responsi-

bility for antidumping and countervailing duty matters

should administer section 337. Again, we suggest that the

ITC, which has aggressively administered section 303 of

the Tariff Act of 1930 and the Antidumping Act of 1921,

retain its section 337 Jurisdiction.

In summary, while GTE endorses the formation of a central

policymaking trade department, we strongly urge that an

See Recommendation No. 73-4 of the Administrative
Conference of the United States, 39 Fed. Reg. 4846, 4847.
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Independent regulatory agency administer enforcement of

antidumping, countervailing duty and unfair import

practice laws as an important counterbalance to the

institutionalization of trade policy matters.
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NATIONAL ASSOCIATION OF MANUFACRNRS

RECEIVED
The Honorable Jack Brooks RECEIVED
Chairman, Comittee on Government Operations
U.S. House of Representatives
Washington, D. C. 20515 Lhiabon and National

araIt Subcommitee
Dear Mr. Chairman:

I regret it was not possible to appear before the Committee personally to
express the views of the NAM, and y own personal views and those of a very large
part of the American business coammity, with regard to the Administration's pro-
posed reorganization of the Executive Branch of the Government for the conduct
and execution of foreign economic policy. Accordingly, I would be pleased if
the views of NAX, of which I am Chairman of the International Economic Affairs
Committee, would be made part of the record of the hearings on this important
subject.

Our views are stated in the attached statement, which has been developed over
the period of the past year and a half as a result of close cooperation with the
American business colmity. As you know, we do not favor the Administration's
plan to establish two separate units in the Executive Branch to carry out U.S.
foreign economic policy; rather, we favor the creation of a unified new Cabinet
Department of International Trade and Investment. The reasons for our position
are seen further in the attached statement. Many businessmen are of the opinion
that the Administration's proposal is a step in the direction of creation of a
separate Department of Trade and Investment, and they support the Administration's
reorganization proposal for this reason. I hope this view is correct, but only
time will tell. As of this time, NAN is of the opinion that the creation of a new
Department of International Trade and Investment is a more appropriate course to
follow. Hopefully, the Administration's proposed reorganization, if enacted, will
produce some favorable results. I hope your Comittee will monitor the progress.
If the results are not commensrate with the expectations, I trust that your Com-
mittee will give consideration to alternate organizational proposals, including
the creation of a new Cabinet department.

I am enclosing a copy of my letter of August 17, 1979, addressed to Senator
Ribicoff. I think the material provideo in that letter is of interest to your
Committee, and I request that the letter alsc be made part of the record.

Sincerely,

William L. tearly
Chairman
International Economic Affairs Committee and
Chairman, Ingersoll-Rand Company

1776 P lm N.W, Wml , D.C. 20006 *· Pm (202) 331-3700
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LAii National Association of Manufacturers

STATEMENT OF
WILLIAM L. WEARLY

CHAIRMAN AND CHIEF EXECUTIVE OFFICER
INGERSOLL-RAND COMPANY

and CHAIRMAN,
NAM INTERNATIONAL ECONOMIC AFFAIRS COMMITTEE

on behalf of the
NATIONAL ASSOCIATION OF tMANUFACTURERS

concerning
INTERNATIONAL TRADE AND INVESTIENT REORGANIZATION

October 25, 19~9

RECEIVED

OCT5 6 1 7I

Lsrw · M =:o

1776 F Street, N.W.- Washington, D.C. 20006 · (202) 331-3700
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Executive Sumary of ANM Testimroy on Trade Reorgani;ation

1. Growing U.S. interdepOmatce with the world economy requires that the
formulation and implementatio of U.S. foreign economic policy be accorded a
higher priority in the pvernmental system. Record annual trade deficits and
the dollar's wealmess abroad perhaps are the most dramatic examples of the
copettiive economic challenge facing this country. The currently unfocused
U.S. government approach to interational economic policy-making and execution
is inadequate to these tasks.

2. bsic advantages to be derived fom reorganized governmental authority
over forign economic policy lie in: (1) more consistent policy with greater
attention to international economic considerations, (2) enhanced international
negotiating leverage, (3) increased follow-up on international agreement
obligations and opportunities. (4) better analytic economic research, (5) improved
business promotion services, and (6) elimination of unnecessary duplication between
government departments.

3. Consolidation of currently scattered international trade and investment
functions of the government into a new department. coupled with an inter-agency
coordinating nechaism, offers the eost substantial benefits for recognizing
the increased importance of international economics in both governmental policy
formulation and implemntation.

4. A number of differelt proposals involving consolidation of the government's
trade and investment functions have been introduced by the White House. Senate and
the House. However, S. 377 and the companion bill, H.R. 3859, address many of the
problems which currently plague the conduct of U.S. economic policy-making and
execution. This approach is an innovative and positive response to reorganization
needs which contains the necessary basic consolidation proposals to establish an
effective international trade and investment department. Several constructive
modifications could be made in the bill, including provisions for a specific inter-
agency coordination mechanism, the further incorporation of ITC functions, and the
clarification of authority over trade adjustment assistance policy and ^"mmercial
aspects of foreign aid programs.

S. The Administration's recent reorganization proposal falls short of nec-
essary consolidation objectives. Trade authorities and functions still would be
split unnecessarily. There would not be a strong trade policy leader, with unified
cabinet department resources, whose primary mission is the improvement of U.S. com-
petitivenss in world markets.

6. NAM supports the creation of a separatL Cabinct Departmenlt of Intr.llational
Trade and Investment, and urges positive and timely Congressional action on this
proposal.
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NAM Statement
by

William L. Wearly
Chairman, NAbM International Economic Affairs Committee

and
Chairman and Chief Executive Officer of

Ingersoll-Rand Company
concerning

International lrade and Investment Reorganization
October 25, 1979

I am submitting a statement on behalf of the National Association of

Manufacturers. NAM is a voluntary, non-profit association of some 13,COO0

business firms, large and small, located in every state of the nation. The

Association's member companies account for about 75 percent of American industrial

output and provide about the same percentage of the nation's industrial jobs.

My own firm is primarily a producer of heavy capital equipment, along with

some consumer products. We have manufacturing plants in 24 states and serve or do

business in 119 foreign countries. Our sales amount to over $2.3 billion, of which

about $450 million consists of machinery and equipment exported from this country.

,qore than 6,400 of our employees in this country, or nearly 20 percent of our dom-

estic work force, are engaged in export-related jobs, plus nearly an equal number

for our suppliers.

NEW INTERNATIONAL CHALLENGE

The stake of my firm in world commerce, as well as that of many NAN member

companies, has grown enormously over the last decades. The internationali:ation

of the world economy truly has reached the United States. Administration figures

show that one of every nine manufacturing jobs in this country depends on export

sales; one out of every three dollars of corporate profits comes from international

activities, either exports or foreign investment; and imports supply over one-fourth

of U.S. consumption in twelve of fifteen key industrial raw materials. The share of
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trade in this nation's GQP has doubled over the last decade or so and, if invest-

ment is included, the level of U.S. involvement in the world economy is at least

as great as that of Japan or the EEC, taken as a group.

This internationalization of the world economy has brought with it numerous

opportunities and challenges requiring new approaches in analytical, structural

and organizational terms. Many U.S. companies have reorganized themselves more

than once in the past ten years to improve the functions of their international

operations. The U.S. Government, on the other hand, which naturally plays a

tremendous role as policy-maker, negotiator and energizer in dealing with the con-

sequences of economic interdependence, has failed to organize itself effectively

to meet these new tasks. There is a growing perception in business, financial

circles, cademia, the Congress and elsewhere that there has to be a better way

to develop and implement the nation's international economic policy.

The dramatic reversal of the nation's trade balance and the dollar's problems

in world markets have spurred consideration of alternative organizational proposals.

While government intervention in currency markets since late last year has bol-

stered the dollar, these are not long-tero corrective actions and do not address

the fundamental problems which underlie the dollar's weakness. Last year the

United States sustained another record trade deficit of over $28 billion --

a figure that would have been unimaginable just a few years ago. This deficit

has serious iaplications for the nation's economy in terms of higher unemploy-

ment, dollar problems abroad and growing inflation at home. While most press

accounts usually stress the admittedly large role of increasingly costly oil

imports in this deficit, it is often overlooked that the decline in our manu-

factured goods trade balance was more significant last year than oil in account-

ing for the larger trade deficit. Indeed, our trade position in manufactuxed goods,

which represent two-thirds of the dollar value of U.S. exports, generally has been



266

declining rapidly in both absolute term and relative tr major U.S. trading con-

petitors. In just three years, from 1975 to 1978, the U.S. trade accomut in

manufactured goods dropped from roughly a $20 billion surplus to a deficit of

over $S.8 billion, while the surplus of Germany and Japan has juped to over $S1

billion and $72 billion, respectively.

BALANCE OF TRADE IN MANUFACTURES,
U.S., F.R. GERMANY, AND JAPAN,

1970 - 1978
UIILUON
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The United States has lost its once umchallenged position in world coaorce.

In 1970 Germany oved ahead of the U.S. as the world's leading exporter of manu-

factured goods amd since has widened its ied. The U.S. share of total world

exports has continued to drop frm an 18 percent share in 1970 tG only 13.7 percent in

1977 -- and bear in dind that every one-tenth of one percentage point represents

over $1 billion in trade, or 40,000 jobs, $2 billion in U.S. GNP and $400 million

in Federal tax revenue.

EXPORTS OF MANUFACTURED GOODS
U.S., F.R. GERMANY, FRANCE, U.K, AND JAPAN

1960, 1970, AND 1978
(rI llion)
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Some will arue that exchange rate developents - further devaluation of the

dollar or revaluation of the yen and the ark - will rectify the U.S. trade problem.

Others my contend that the current problem is minly due to the business cycle; i.e.,

that because the U.S. has grown more rapidly than Japan or Western Europe in the

last few years., it is importing more and exporting less than other countries in

response to this conjunctural business cycle situation. I believe, however, that

roliance on exchange rate developments or business cycle changes to correct the

American trade position and improve the U.S. balance of payments position more gen-

erally, represents a theoretical view held by someeconodists, but shared by very

few businessman.

Much of the responsibility for the poor performance of U.S. exports must fall

on government, both the U.S. and foreign governments, for their increasingly counter-

productive role in international business transactions. The U.S. government, for

its part, recently has been eucceeding more in discouraging rather than promoting

increased exports. The absence of effective export stimulants, the continued growth

of bureaucratic red tape and the often counterproductive use of presumed export

leverage to pursue non-economic policy objectives, have all served to place a series

of self-imposed restraints on U.S. exports. Additionally, the U.S. Government has

not been able to act effectively against foreign countries engaging in unfair trade

practices which have brought harm to important segents of U.S. industry.

In short, the U.S. Government has not effectively pursued this nation's increased

international economic interests, either in supporting U.S. foreign business activities

or resisting the unfair practices engaged in by other countries on behalf of their

own national industries. We believe that the Government simply has not kept pace with

the country's chuged economic realities. U.S. interests in the international



economy can no longer be the poor step-child of other national concerns. This

policy area deserves high-level attention on a sustained, integrated basis and

requires a top policy spokesman and advocate at the cabinet level of government.

Today there is no single government department charged with looking after this

nation's international trade and investment position. In fact, the currently

scatter*e system of diverse, overlapping or even competing functions and authori-

ties aluost guarantees that there will be no adequate guidance in this vital

national interest area.

IZTERAtIuNAL TRADE REORGANIZATION PROPOSALS

A number of proposals have been introduced to improve Executive Branch

organization for the conduct of trade policy. Senators Abraham Ribicoff and

William Roth have introduced a bill (S. 377) to consolidate the currently fraguented

federal policy-making and execution apparatus into one Department of International

Trade and Investment (DITI). The bill does not expand the size of the Cabinet,

since it subsumes the Special Representative for Trade Negotiations post, and does

not authorize any new bureaucracy nor government regulatory activity. It does,

however, provide a consolidated policy Department with a strong mandate and the

tools to promote and protect U.S. international trade and investment interests.

Senators Robert Byrd, Adlai Stevenson and others have introduced bills which

offer somewhat different consolidation patterns, but are directed at similar

objectives.

In the House, Congressmen James Jones and William Frenzel of the Committee

on Ways and Means have introduced their bill (H.R. 4S67) which transfers the main

trade policy functions of the government to the Derartment of Commerce. Congress-

man Stephen Neal, Chairman of the International Invwstment nad Monetary Policy

Subcommittee of the House Banking Commnittee, has introduced a companion piece to

Roth.Ribicoff, H.R. 38S59. Congressman Gillis Long has alse introduced a bill

(H.R. 4995) which places the main responsibility for trade policy-making and

execution in the office of the Special Trade Representative. In late September

the Administration formally submitted its Rcorgunizatlon Plan Number 3 to the Congress.

57-408 0 - 80 - 1t
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After nearly a full year of study during 1978, NAM's International Economic

Affairs Conittee voted last November to support the consolidation of international

trade and investment functions into' a single cabinet Department, and specifically

endorsed a modified version of S. 377. I would like to describe our reasons for

that decision, since the ratinale underlying the decision constitutes the criteria

against which we measure all current reorganization proposals.

REORGANIZATION OBJECTIVES

A reorganization proposal should not be viewed as a panacea for basic economic

problms. It does not replace the need for an expansion of productive capital

investment or other important economic requirements that relate to domestic as

well as international economic policy. However, a reorganization should help

improve the U.S. government's ability to respond effectively to at least six identified

major problem areas of inconsistent policy, negotiating leverage, international

agreement enforcement and follow-up, ana.ytic economic research, business promotion

services and eliminating unnecessary duplication. NAM supports a consolidated

Department of International Trade and Investment(DITI) as the best reorganization

alternative to meet these objectives.

Inconsistent Policy

A DITI Cabinet Officer would be in a strong organizational position to become

a needed advocate for broad, international economic views to counter-balance State's

diplomatic focus, Treasury's financial outlook and various agencies' self-interest

perspectives. This top-level advocacy would be complemented by DITI's staff

capability to assuve leadership positions on specific inter-agency policy groups.

By building such institutionalized international economic advocacy views into the

system, new policy initiatives harmful to U.S. international economic interests

more likely would be challenged at an early stage, while efforts could be made to

alter or clarify presently inconsistent policies. Absent a cabinet department

charged with international economic policy responsibility, the current situation
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is likely to continue with authority scattered in diverse agencies, each pursuing

interests more central to their mission than U.S. economic competitiveness in

world markets.

For example, export promotion has for many years been promulgated as a national

policy goal. Periodically there are special efforts to fashion a new governmental

effort to encourage U.S. business, particularly smaller firms, to enter the over-

ses market. Howeveor, the present export programs like trade fairs, beassy

comercial officers or the DISC are overwhelmed by the continued proliferation

of governnmental restraints on exports. Long-standing export controls in security

sensitive areas end antitrust policy inhibitions are now being joined by human

rights considerations, environmental impact studies and other self-imposed export

disincentives. The bureaucratic requirements of those programs not only conflict

with a national export promotion effort, but they are particularly burdensome end

restrictive on maller firms lacking large administrative staffs and unfamilar

with the rigors of multinational, cross-cultural marketing. A strong Cabinet-level

advocate of international economic goals is needed to challenge the desirability

and specific application of proliferating non-economic controls on U.S. export

promotion efforts.

The Domestic International Sales Corporation (DISC) is another good example

of how inconsistency can help undermine a beneficial program. The DISC was

established to help promote U.S. exports and partially offset foreign export

subsidy measures. The debate ensuing fron calls for its termination point to

the need for a better coordinated government policy benefiting fron a broader

overview perspective. The Treasury Department focuses on DiSC tax revenue

questions, the Comerco Department on export promotion and the STR on negotiating

a trade-off in reducing foreign export subsidies. Governmental policy on DISC

seemingly shifts with the ebb and flow of these several departments' interests

and fortunes, creating uncertainty as to the future of the programn nd government's

comitment to its objectives. Under these circumstances, companies are under-
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standably reluctant to undertake long-range export expansion efforts which may

be undercut by government policy shifts in mid-streass. Other similar examples

of negative impact from such inconsistent policies are evident in the recent

controversy over calls for foreign environmental impact statements on exports;

extraterritorial enforcements of U.S. antitrust, corrupt paynenLs, and other

areas.

NEGOTIATING LEVERAGE

Most other industrialized nations have a centralized, consolidated trade

administration organization. The organizationally scattered trade authority

in this country means that U.S. negotiating interests can be compromised by

uncoordinated actions and positions among the various goveinment agencies

involved in international economic activities. Foreign negotiators are able

to exploit position differences among U.S. agencies while American officials

cannot draw upon all the potential negotiating leverage inherent in this country's

central role in international comaerce. This point was referred to in hearings

before this Coemittee last year in the presentation by former Deputy Special

Trade Representative Harold .4almgren.

A DITI would integrate many of the government's international economic

activities into one department, while also providing the incentive and capability

to staff a coordinating mechamism to tie other agency functions into the information

needs and policy positions of a central negotiating team. For example, former

Ambassador Strauss might have benefited in h.s effort to open up the Japanese economy to

U.S. imports if he had had some mcans of taking into account and influencing the

course of civil air negotiations with Japan concerning landing rights in the

Dallas-Ft. Worth area. U.S. negotiating strategy and tactics can benefit from

the coordinated leverage which may be available through knowledge of discussions

in such areas as aviation, fisheries, communications, agriculture and others. The

DITI role in integrating governmental international economic functions with approp-
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riate inter-agency coerdination leadership would enable it to develop over time the

type of "institutional memory" currently lacking in the U.S. government which would

underpin U.S. negotiating leverage in future international economic discussions.

Another very important application of improved U.S. negotiating leverae* con-

cerns the proliferation of foreign governmental involvement in trade flous, particu,.

larly regarding subsidization of export promotion drives. A consistent and

coordinated U.S. government respons, is needed to unfair foreign trade practices.

The current U.S. system lodges countervailing duty and anti-dumping actions in the

Treasury Department, certain investilation and recomendation functions with the

International Trade Commission (ITC), negotiating authority for orderly marketing

agreements or other arrangments with the Special Trade Representative's (STR) Office,

with various other functions falling to the State Department, Agriculture Department

or other agencies on specific subjects such as sugar imports quotas, commodity

negotiations, etc. The consolidation of most of these functions under the centra-

lized direction of a new DITI structure, while drawing on specific agency expertise

where necessary, would give the U.S. a better coordinated and effective mechanism

for dealing forcefully with unfair foreign trade practices.

INTERIATIONAL ArREEMENT ENFORCEMENT AND FOLLOW-UP

Closely related to the need for better negotiating leverage is the require-

ment of effective follow-up mechanisms to implement international trade and

invesctment agreements. Thc most important example concerns the non-tariff

measure agreements just concluded in the Geneva multilateral trade

negotiations. Regardless of the substantive merits of these agreements, codes

in areas such as subsidies, government procurement and standards, will be

meaningless for U.S. interests unless an effective follow-up enforcement

mechanism is devised. While full use will have to be made of the GAIT

Secretariat and other relevant international bodies, the task of vigorously

defending U.S. interests in the implementation of the codes must fall primarily
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on the U.S. government. The job really will be two-fold: to take full advantage

of new U.S. trade opportunities resulting from tariff or non-tariff measure

concessions, and to assure proper enforcement of the international rules against

unfair foreign trade practices.

First, there should be a systematic attempt to exploit fully the trade or

investment opportunities for the U.S. which are achieved in an international

trade or investment agreement. Although there are differing opinions as to

whether the U.S. successfully negotiated for everything it might have from the

"Kennedy 'lound" of trade talks in the 1960s, there is little dispute that there

was incomplete follow-up to exploit the potential trade opportunities which were

gained. A similar challenge will arise in translating potential gains from the

current round of multilateral trade talks in Geneva into real export gains for

U.S. business. The realizationof such trade growth requires a coordinated follow-

up program to communicate the potential opportunities; encourage the developmei..

of new export efforts with adequate commercial information, export credit financing,

license approvals, etc; and assure that foreign government actions do not close off

the newly negotiated opportunities. This type of practical implementation follow-up

would be handled best by an integrated DITI-like structure which has the added

advantage of first-hand knowledge of the agreements, since the DITI would handle

their negotiation.

Closely related to the above point is the second track of follow-up actions

to ensure vigorous enforcement of agreed international and national rules and

regulations against unfair foreign trade or investment practices. The U.S. network

of Treaties of Friendship, Commerce -nd Navigation with other count ies has been a

useful, but seldom fully enforced standard governing bilateral economic relations.

Similarly, the U.S. has not effectively utilized GATT procedures nor other accords,

like the OECD agreement on the liberalization of capital movements, to protect

the nation's interests in international commerce. This problem of effective enforce-



275

Bent follow-up will be even moe important with regard to the various codes nego-

tiated in the multilateral trade negotiations. There is widespread recognition

that non-tariff measures, particulsrly subsidies, custom regulations, licensing

practices, government procurement and product standards, have surpassed tariff

rates in term of their impact on world trade. Negotiated codes to constrain

governenteal intervention in these areas will seek to prevent or reduce such trade

distorting tactics. However, any satisfactory international agreements on these

topics will require a sophisticated U.S. implementation capability to ensure that

the agreed rules are enforced. The same conclusion holds regarding utilization of

the less detailed but still important 1976 OECD agreements on national treatment of

foreign enterprises rad international investment incentives and disincentives. An

integrated U.S. trade and investment department offers the greatest potential for

providing the continuing enforcement and implementation attention needed to achieve

U.S. economic objectives.

In the past the U.S. too often has let potential new trade opportunities slip

away and been unable or reluctant to seek redress against unfair foreign actions.

A unified cabinet department such as DITI, which has responsibility for negotiating

the agreements and which also incorporates the government's trade promotion mechanisms,

would be ideally situated to follow-up effectively on agreements coming out of

multilateral trade talks or in relation to other areas, as for example the national

treatment or capital movement agreements in the OECD.

Analytic Economic Research

The current scattering of agencies with some involvement in international

economic functions has dispersed the government's data-collecting and analytic

research capabilities. Despite the government's collection of massive amounts

of raw information, there is little long-term or in-depth analysis done by the

federal government on fundamental international economic issues. The integration
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of information-gathering and analysis staffs in a D1TI would enhance the capabil-

ity to identify aid encourage future areas of national economic strength as well

as provide the earlier warnings necessary to help avoid domestic dislocations

arising from international economic forces.

During the periods of a large U.S. surplus, American industrial competitive-

ness ias taken for granted and little attention was paid to component elements

which provided the surplus position. Now that the trade account has dramatically

reversed into the deficit category, there is some concern about injured domestic

industries, but still little evaluation of economic strength 'eas. Many foreign

governments target export growth industries and encourage their expansion. The

U.S. system does not and should not allow for the sae measure of governmental

planning as is carried out abroad, but U.S. policy-ma·kers should be more aware of

the elements of the country's economic strength when developing negotiating strategy

and follow-up programs to maximize U.S. export opportunities in future years. A

centralized analytic staff also could provide more accurate assessments regarding

the effectiveness of various government programs, such as '.he DISC. One of the

problems regarding the DISC is the absence of an authori:ative professional

study which can draw on consolidated government information to evaluate

properly the program's effectiveness in terms of its full international economic

implications.

There has been a recent increase of concern regarding the adverse impact on a

number of domestic industries due to international economic factors. '.mport com-

petition, particularly resulting from subsidized or otherwise unfair foreign

practices, has highlighted this development. However, other domestic dislocations

can result from longer-term shifts in the relative competitiveness of economic

factors in various countries. There has been much discussion about the desir-

ability of some form of "early warning" system for such dislocations, especially

to key appropriate adjustment actions. However, early identification of economic

trends or foreign government actions likely to affect adverselj U.S. domestic
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interests ar unlikely without a professional economlic nalysis drawing upon

consolidated pvernment data. The frowing interdeopndemce of the U.S. with the

world economy akes it iperative that the U.S. Governunt develop an analytic

research capability which can underpin informed and timely decision-making on

foreign ecnomc policy i·ssues.

One further illustration of the disadvantages of the current information

gSthering and analysis system · rises from this Eountry4s experience in conduct-

ing multilateral trade negotiations. The overnmental specialists who are to study

and evaluate the international competitiveness of thousands of particular products

are dispersed in at least four major department and agencies: Comoerce, sTR. ITC

and Agriculture. The U.S. approach to negotiations essentially has been to begin

fron scratch each time, tteepting to use the STR Office to forge the necessary

coordination links between the various staffs to provide a thorough and coherent

analysis. Without denigrating the enormous efforts of the involved individuals,

this approach has had obvious problem and does not serve the country well. The

relevant analytical staffs should be consolidated into one internationally-oriented

department. There they can formulate the best integrated positions and also develop

over tim the institutional mmory from one negotiation to the next which has so

benefited our foreign trading partners.

Business Promotion Services

usiness promotion servicos such as export uxepansion efforts and Exibank

financing could be aided by closer coordination within a single departmental

fraework. Certainly for soaller companies new to the overseas market, an inte-

grated international trade and investment department would be a less confusing'
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and more reliable ally than the current array of agencies which offers various

facets of business facilitation services. A neow exporter or smaller firm is

especially inhibited from taking advantage of government business facilitation

services because they are scattered in a Washington bureaucratic maze nearly in-

decipherable to soeeone new to the area.

Consolidation of business facilitation services such as Comerce trade fairs

and buyer information, Eximbank, State commercial opportunity programs, OPIC and

other related areas should improve coordination among the services. A smaller

firm seeking to enter the overseas market could be directed to one central contact

point in a consolidated department which could in turn draw upon the full range of

integrated inhouse facilities to castruct the package of services appopriate to

the firn's needs. Additionally, the presence of the analytic research capability

in DITI would complement the facilitation services and improve the ability of the

government to work with U.S. business to neet increasingly sophisticated foreign

competition in world markets. Foreign government-businoss "combinations" often

out-class even the largest American firms in their efforts respecting major foreign

projects. Larger firms thus also could work More closely with the U.S. Government in

overconing efforts by foreign firms supported by their governments.

The U.S. Export-Import Bank exists to serve U.S. exporters in financing, insur-

ing or guaranteeing export transactions. However, the fractionalization in over-

sight and direction of Eximbank policies and programs limits the Bank in terms

of custoeer services as well as reduces its ability to achieve an international

reduction of export financing support levels. As a completely separate agency,

Eximbank has lacked departmental support to uphold its mission objectives

in both interagency and Congressional reviews of its policies. This relative

institutional weakness inhibits the ability of the Sank to advance its progrsns
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as an integral part of U.S. foreign economic policy objectives. In recent years

this problem led to a cutback in Eximbank support of U.S. export financing needs

and the imposition on Eximbank programs of various restrictive non-economic

constraints. Additionally, the relatively poor results obtained thus far in U.S.

efforts to achieve an internationally-agreed lowering of export financing support

levels may be due in part to the absence of an integrated international economic

department with adequate incentive and negotiating leverage to accomplish such

an agreement. Consolidation of Eximbank within a DITI structure would more

closely align Eximbank policies with overall national economic objectives and

provide the agency with the departmental support to help accomplish its mission

to facilitate U.S. exports through offering American exports financing arrange-

ments competitive with those offered by our major foreign competitors.

Unnecessary Duplication

A counterpart benefit to the improved analytic and service capabilities of a

DITI would be the elimination of unnecessary and costly duplication of Activities

which currently exists in many international economic policy areas. Information-

gathering functions of Coummerce, Treasury, the International Trade Comiassion

and other agencies could be combined in a way that reduced the reporting burden

placed on companies while providing a centralized collection point so that

policy-makers are aware of all the data which is available to them. Currently, despite

some good efforts by the OMB to regulate governmental survey efforts, there is still

a great deal of overlap and duplication in information being sought and a general

ignorance, both public and private, of the data which are already available. One

basic problem is that many different agencies are authorized by -arious statutes

to conduct 'studies in ambiguous international economic areas. Better control over
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these broad investigatory and survey powers could be managed through a consolida-

tion of the government's information-gathering and evaluation staffs into a

centralized unit in one department. This integration would also provide a wore

accurate and readily accessible assessment of what data already is available to

policy-makers. Many functional or regional department sections also could be

consolidated -- for example, the numerous East-West trade and Middle East bureaus --

to effect a cost-savings while providing for more centralized data evaluation and

policy follow-up. Major departments such as State and Treasury would need to retain

some broad international economic staff capability since these issues can impact

heavily on their principal policy missions. However, specialized staff functions

should be transferred to a new department and statutory restrictions placed on the

reestablishment of duplicative activities.

POSSIBLE COUNTER ARGUMENITS

There are several counter arguments to a DITI-type organizational approach.

Two concerns reflect nearly polar opposite expectations--that DITI would be a weak,

redundant agency or that DITI would be a powerful government mechanism subject

to "capture" by a narrow, single-minded trade philosophy. The first objection

anticipates that departments and agencies currently involved in international

economic affairs would somehow either retain their supposedly transferred functions

or would build them up again after a short period of time. In this view, creation

of a DITI would simply add a redundant layer of bureaucracy with duplicating

sections being maintained in the other major departments. One way to safeguard

against this possibility would be enactment of legislative provisions strictly

limiting staff expansion in the departments from which functions were transferred.
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The other fear of n excessively strong department rests on two bases.

Pirst, support for · powerful government department seemingly runs counter to

general business opposition to greater government intervention end control in

the economy. A well-organized, coordinated department eventually could develop

planning and regulatory functions which might add further controls and restric-

tions on private enterprise. Partially offsetting this fear is the recognition

that some degree of government involvement is unavoidable and, in the international

arena, private companies often will need active U.S. Government involvement to

gain removal of foreign government restrictions or unfair practices. in fact,

the new multilateral trade agreements presume such governmental involvement.

The other factor underlying a fear of a strong department is its po3sible

capture by a single, doctrinaire trade philosophy, either protectionist or totally

free trade in outlook. The broad international economic scope of DITI's mandate

might enable it to disrupt or override current organizational checks and balances

between competing policy interests. However, a DITI in the U.S. wLJld not be

comparable to the unitary policy control sometimes exercised abroad, such as by

MITI in Japan. Potential counter-weights wuld still be present in the U.S.

system through, for instance, the broader economic policy-making role of Treasury

and the integration of domestic with international economic policy concerns in

councils such as the Economic Poticy Group. What DITI would seek to do is provide

a stronger international spokesman and negotiator st the top, while integrating

lower-level policy-making and implementation into a more identifiable and there-

fore presumably more effective and responsible organizational unit. It should be

recognized, however, that business should not expect a DITI necessarily to be

a spokesman for business interests per se, but rather for general U.S. inter-

national economic policy interests which bring the broadest benefit to all

economic sectors.
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A third major objection to the DITI proposal concerns its feasibility.

The current sntime.t in the Executive branch to a DITI proposal appears to

range from hostility to cautious interest. Some key Administration figures have

expressed initial opposition to a separate international econo ic department. while

a few have suggested that the idea merits consideration in light of the seriousness

of current international economic problems. It should be anticipated, however.

that departments which would lose functions and personnel to DITI could constitute

a major political obstacle to Administrative support for and final Congressional

passage of such a bill.

Suiaary Arguments

The following stauary outline, major pro and con arguments which generally

are raised with regard to the proposal to create a new consolidated international

trade and investment department, particularly as it relates to U.S. business

interests.

CON

1. Most problems stem from differences
in the economic systems used by
different countries, and U.S. govern-
ment organizational changes won't
affect such basic differences.

2. Companies have learned to work
with the status quo, usirg diverse
contact points. Some may have no
particular reason to be dissat-
isfied with the current structure.

PRO

While not a cure-all, a strong Cabinet
advocate would strengthen international
economic interests in top Administra-
tion policy councils and help restrain
agencies whose own particular interests
may conflict with foreign economic
policy goals.

All companies could benefit from less
fragmnted authority where resolution of

-.. policy problems requires identifi-
cation of responsibility. Smaller
companies especially would be better
served by a "one-stop" integrated
department than the current confused
scattering of programs in many agencies.
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CON

3. Support for DITI would be sup-
porting greater government inter-
vention and control in the economy
rather than opposing such a trend.

4. A better organized, coordinated
government department could be-
come a powerful opponent and
seriously inhibit company opera-
tions.

5. On many international issues,
competing interests need to be
brought to a head in the White
House for decision and could not
be resolved by a new department.

6. Individual personalities rather
than government structure make the
most practical differences in
government action.

7. A new Department would inevitably
mean more staff and governmental
expenditures, adding new tax
burdens without necessarily
eliminating international economic
functions in some of the currently
involved agencies.

8. A new Department is not politically
saleable. It cuts across Congres-
sional jurisdictions, would be
opposed by agencies losing functions
and does not have Administration
support.

PRO

Government involvement is a fact which
will not change, especially in the
international area. It is better to
try to improve government policy than
to fight against any governmental role.

An effective international trade depart-
ment is necessary to pursue U.S. interests.
For example, implementation of NTB
agreements arising from GAIT negotia-
tions will require constant follow-up
that fragmented agencies are unlikely
to provide. In areas such'as govern-
ment procurement, industry needs U.S.
government involvement to gain removal
of foreign government restrictions.

A small White House council could
handle particular policy issues re-
quiring direct Presidential involve-
ment, while maintaining the advocacy
and operational integration functions
of a new international economic department.

It would be easier to attract good
people to lead a better organized, more
powerful international economic department.

Costs could be constrained in a new
department, especially through statu-
tory limitations on staffing in other
agencies where functions have been
transferred to the new department.

Now Lay be a good time to press for a
new department because of the public
recognition given to the trade deficit
and dollar problems abroad. Any re-
organization proposal encounters
Congressional jurisdiction difficulties,
while the longer-range Administration
position on the issue cannot be pre-
dicted.
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RFCOMEINDD OCUNCES TO S. 377

We believe that the bottom line to this analysis regarding an International

Trdo and Investment Department proposal coms out clearly on the positive side.

There is now better recognition of the serious international trade problems fac-

ing this country and a growing consensus that strog steps mat be taken to help

correct the continuing prospect of a large national trade deficit. Government

reorganization is not a panacea, but it is a necessary step to complemnt

other policy actions. It is NANMs position that the consolidation of cur-

rent international trade and investBent functions into one department is the best

alternative approach to this problem. We support passage of the bill (S. 377),

but we would like to suggest a few modifications to it.

The major change which we would recomend for S. 377 is the addition of a

specific inter-agency coordination mchanis. It must be recognized that even

with the formation of DITI, the State and Treasury Departments would still retain

limited basic staffs to deal with major international economic issues, where their

basic governmental role requires that they deal with foreign governments on ques-

tions related to such issues. Other agencies whose role is basically domestic

also are involved in policy matters affecting business abroad. Some examples

of such overlap are the Environmental Protection Agency, the Civil Aeronautics

Bortd, the Nuclear Regulatory Commission, the Federal Trade Comission, the

Federal Comunications Cnsaission, the Antitrust Division of the Justice Depart-

ment, etc. An inter-agency policy coordination mechanism -sees desirable to tie

these agencies into the policy process, as well as to make certain that DITI takes

into account the viewpoints of the mainline Departments of State, Treasury,

Comerce, Labor, Agriculture, Energy and Defense.

The inter-agency coordination mechanism could have two levels. First, a coordina-

ting body could be set up in DITI with standing comittees in major issue areas such

as international cosmodity policy, export promotion, trade and investment negotiations,

etc. The regulations governing this inter-agency body should give clear policy
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leadership to DITT, whose staff would act as itr Secertarist, thereby enabling the

coordination mechanism to achieve better policy consistency and effective inter.

national negotiating leverage.

Some issues, of course, will ultimately need a focal point for White House

decisions. This need seems most likely to arise where the issues involve parti-

cularly complex interrelationships between domestic and international economic

policy and in regard to policy items with a high domestic or foreign political

content. Therefore, the second coordination level should involve an International

Trade and Investment Group (ITIG) created in the White House, with appropriate

Cabinet-level membership, but chairod by the DITI Secretary. This Group, with a

saull staff to handle meting mechanics and the preparation of papers for the

President when necessary, would be designed to insure top-level inter-agency con-

sideration of major policy issues with an over-all or government-wide focal point

that can best be achieved at the White House.

Some issues obviously still would be susceptible to bureaucratic pulling and

hauling, especially as to whether the decision-making body should be ITIG or the

Economic Policy Group (EPG). However, such conflict probably would be unavoidable

under any circumstances and the ITIG mechanism at least gives the DITI Secretary

a better advocacy position and a higher degree of expertise regarding international

economic concerns than currently exist in White House councils. In contrast to a

CIEP-type alternative, the ITIG would not be expected to handle the broad range of

aid-level inter-agency issue coordination (this function would be performed by the

DITI-based mechanism). Thus, the narrower mandate of ITIG, focusing on only important

issutes unresolved at lower official levels, should allow sufficient attention to key issues

without resort to a arge White House staff. This approach also recognpizes that

active direct Presidential involvement is a factor which cannot be assumed on a

continuing basis. Therefore, the Group's chairmanship is delegated to the DITI

Secretary, allowing ior discretionary Presldental participation as warranted, yet

57-408 0 - 80 - 19
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giving the Group Chairman tlore stature than if the po..ition were held by a sub-

Cabinet level appointee.

A second modification to the bill would be to incnrporatc the International

Trade Coa.xnission (ITC) fully into the new departrent. Tle ITC could

function in the same cfmi-autononous nannc as provided in the bill for

Exinbank and OPIC. We recogni'c the legislative hibto-y behind a fully indeoei-

dent ITC, but we question if thile ratJo;ilo would be a. valid in the light of a

broad reorganization giving one Cabinet Secretary clear responsibility in the

international tradz aJea and specifying strong Congressional oversight authority

of that department's work. Ile do not believe it necessary to retain

some parts of the ITC's international tr-de func-ions in a fraw7ented manner

outside of a cons.l-dated d'.par:ncntal structure.

Finally, we su:;.cst sore further broadenirg and/or clarification of the

prop:sed depart-,ent's authority, specifically in the areas of tr:lde adjustrent

ass;isance and foreign aid. A DITI should have overall respor.sibility for and

authority over trade adjustnent assistance policy. This chan;e is especially

desirable given the probable rclationshi? of trade adjustnent assistance programs

to any final agree;.ent on a multilateral afcguards coda. Provision s:,outd be

made, however, for a delegation of program implementatibn authority to other

departments, if appropriate. For example, the L3bor Department logically should

administer the worker adj:!stment azsist.,ic: proranns, but DITI should have full

authority over the progra-.'s policy aspctz:. to assura tl:ht it fits within a

coherent national trane p iy.li; good -odl fr th
i

.: ," i .

the F: i alrcead-. , hc:;e DIT! i' i.ven a' -' : it 'orr ; i' -. : ,' .' .....

agric::lture, but en-'. Forzior ,gricvltu:?t gervi" i l::-tatio
r
, u:actionrs a:-:

reta::;,.d by thc Xqrit:! ture Dr art;.;ne. .: be'-ve .;.'L: .tc; l'u ' and traod'

adjust;.:-nrz assistane,: ?r, r.- a r^ suff: 'entl. - ci:'. : :}! th.!V IAJ.i

benof.t 'ro:. adnliis r iatior, i;t;in one .f the other ',ep.:r-..'n, but DITI should

have genoral intrna.tional pol'cy auth -:ty nv.. hor!i .'re:
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In regard to foreign aid. we sug-est a l-,nited role for DlTI concerning the

use of mixed credits. This is an area ihere the U.S. is being placed at a dis-

ad, ntago by other governments 'hich arc able to ofof!r a trade financing packagy

with concessional aid conponents in it. Perhaps the best way to handle this

issue :n the bill would be to ad_ in Section 4 a function specifying that DITI

should coordinate the use of nixed credit arranecments until such titme as sone

effective international harmonization standards on this practice are established.

Co:,?.'N'TS ON OiHER REORGANIATIC'; PROPCSAI.S

The preceding_ discussion has covered the benefits of consol.datirg the

.ov:'ment's trade and inv st.:ant functions and authorities into a Departm.ent

of Internationial Trade and Invcstmnnt, as well as suggesting scne possible

imprve.nients to S. 377. 'e believe that such a modified proposal reprcsents

the 'est reorganizat:in option and urge its sc.-ious consideration by the

Corg!'ess.

Sponsors o. the other altce..ative reorganization proposals in the Senate anJ

the Ho;. e shou!d be conmended highiy tor recognizing the pressing need for trade

reorganizatio.n. N'l's relative enthusias:a or lack thurcif regarding these other

options can be mleasured against the objectives of the preferred best alternative

opt:in cutlined above.

Before cl-)sing, I w.oulld oio like to I!l;ke a few co.li:elltS SpvLifically onl the

Adinistr·atio(l'Ts pSroJposal . ohich I.;15 ssobl ittr'd to thet Coligres s or. Septeilber 24.

.'::-' of the cd tail:; of Renrorni/:tir oi u P:t l :i No. 3 re;:liilln tc l,:, t: I 1,; :- 11

i' ?l hal'I ' tu -.c( hoi¢ tl, plail i~ T¢:(: .I! .,(ificalIy d.fi-le.l *).. I tl;c next t;.o

II , . 0 *, I l. ':- X . ' .nj prc, l iilin:~r} a il.$ .' .-.T t of its kI r 'it and I ;lX, Ca lkl blc

'li Cmt l! ii r'i it '1:;; leo '~ 1 i -i !'71 iit. I h*., I1' , 11tt..1'.,|

..... .s hllich hlt, pla 'iu d thi-; com-t1 'r ". ;lli lit}' to c(-:l.luct :,'u i..ld lacltt ;IlI efft'C* i'.,



288

trade policy over the past two decades. We see ncrit in those elements of the

reorganization proposal which consolidate some of the Executive Branch's currently

scattered trade functions. More specifically, we support: (1) the consolidation

into one office of negotiating authority over a broad range of international

economic subjects, which will be contained in the Office of the United States

Trade Representative, (2) assigning the Department of Commerce a larger role in

expanding American exports through an administration decision to transfer the

Foreign Commercial Service fro.;. the Department of State to Comnerce and other

related functions, and (3) the Administration's commitment to place a stronger

emphasis on improving this country's currently inadequate export performance.

Obviously, the reorganization plan put forward by the Administration repre-

sents a compromise between its desire for an expanded policy role fo- Commerce

and desires for a new Department or a stronger STR. After reviewing the Administra-

tion's new proposal, however, we are of the view that it does not go far enough

in meeting the necessary objectives of reorganization which are contained in

S. 377 and llt.. 3859. The proposal puts two agencies in charge of trade rather

than consolidating all responsibilities in a single cabinet department. As a

result, policy and implementation functions are split between a White House Trade

Representative Office and a restructured Commerce Department. An even

further division of authority occurs when Commerce trade responsibilities are

delegated to an Under Secretary, thereby adding a new actor to the process and

meaning that the Secretary will continue to be occupied by a variety of traditional

non-trade matters.

Vitally important MTN follow-up responsibilities are also split between the Trade

Representative and Commerce, so that the negotiators are separated organizationally

from investigators, analysts and other staff support functions. The Trade Representa-

tive is giver, broader new negotiating responsibilities, but no additional staff to

carry them out. Either these issues will not receive the attention they deserve, or
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else there will again be an awkward reliance on staff controlled by other organizations.

One gets the impression that the reason for separating the trade personnel in this

manner may have more t. do with considerations regarding the size of the White House

staff rather than economic or good management criteria. We believe that these trade

areas are too important to artificially split policy and negotiations from analysis

and implementation in this manner. Such a division will only be detrimental to the

objectives of sustained, coherent international trade programs.

Several important policy areas also appear to be short-changed in the

Administration's proposal. Export expansion is not given priority attention

in the new organizational arrangement. International investment policy is

fitted within a broadened agenda for the Trade Policy Committee, but no prac-

tical consolidation of authority or functions is accomplished. Even the trans-

fer of overseas commercial officers to the Commerce Department is a

partial measure, s.nce it affects only those officers located in certain foreign

countries.

In summary, we believe that the Administration's proposal falls short of the

prompt, forceful action needed to address the country's urgent trade problems.

In the end, trade authorities and functions still would be split unnecessarily.

We need one strong trade policy leader, who has the full implementation resources

of a unified cabinet department, including the negotiating authority to both

"reward" and "punish." The Administration's proposal does not meet this standard

and therefore is significantly weaker than S. 377.

Conclusion

MIr. Chairman, I would like to commend you, along with your colleagues,

for perceiving the urgent and serious task facing this country in the inter-

national marketplace, and for taking the initiative to begin steps aimed at

meeting this challenge. Certainly a reorganization of goverr.nental functions

by itself is not a complete answer to our problems, but it is , necessary if

not fully sufficient step toward their solution.



291

,/¢t(HC, .LIb I tAKL. t ' .II i 'Wj Y 0/.,7!'

, Agt ](he l'

RECEIVPE
The I[onorable AblnlaLm h. itjihjc,ff

United States sfn.te OGT ba 6 Wl
Was.hi,1ton, D. C. 2C5l(o

DeoI S;inator Ribicoff:

Whlen 1 testifiecl beSorle your Co;nitt&e on Covernaicntat Affairs

on July 25, 1979, rcga:rding the matter of governmn:nt's trade 1unctions,

you rcque3tvd that I send you ;pecific exarnples of hu-.ii cs thlt :;.d

been loet to Amrerican comp-anics becaiuve of either gove,,rimrnrt inter-

fere;ce or a lack of government support.

On the attached list you will find specific examples taken from

three companies -- Ingeroll-1&ind, J. I:ay M;Dermott and F;IC. I :;:no.

that you can get similar information from other co!rmpani r:.

-lr. R.cginald tH. Joncs, Cihairman of Gceneral Electric, states renzettly
at a government conference that he felt the loss to C.nere1 Electric

was in the billions of dollars. Fro, the st-. dpoint of Irgersz,ll-Rand

zpecifically, I feel that our lo:;s o~v:r a fivc year period %ound be in

the range of $200 - $300 million. |

Also, . would lil';e to take this opportunity to clarify one point

raised during the que.stion and answer period follo.ing my tcst iimony on

July 25. The NAM proposal as it relattes to the Export-Irport Banlk does

not contemplate any change in the Exirabank Board of Directors,! or its

independent status. I certainly agree that Eximbank is one of, the few

U.S. go'.,ernmriint organizations which currently is doinlg a goocl Pob with

respect to trade policy. The relationship describcd in NAM's ecommenda-

tionr; sim:tply is ainted at strengthening the support given X:xinrt rnk within

the t:xecutive lranch. lie believe that E xittbanik deserves h'tte. support,

for instance by a Trade Departri.'at, in vnattern such as the rec-nt contro-

versy over environmental restrictions on overseas projects, pj iodic

Co'n-Jrcv.sional hudget delibcerations and the ncgo;-iotion of mul It late¥l

agrer;_,ts on export credit financing.

F'o your inforr'ation, in cu¢ac you u. nh;', it, I , .:t o: J ,

copl. Of a rcccnlt story out of the 1: lrhi;rlton Star enrDtll.:i ir! the
cojiifoion -th.it cxi!;t; inl governrorecn ageor,cies rcl]at- ng to in-er'n.;lionral

tt, d¢.'.
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The Ilonorat-le Ah.lahal,n A. itihicorf
Uni ted States Slenate
1,',hi..l;onn 1 D. r' P'I q

RECEIVED

OCT a b IN

DeoLr Senator Ribicoff: -U 1

Vehen I testifiec before your Co;ritt&e on Covernintal Affairs

on July 25, 1979, regarding the matter of governlnent's trade 1unctions,
you rcquente'd that I send you s;pecific examples of hus',ncss thlt ';ad

been lost to American compcanies 1,eccatune of either goverrqm-nt jinter-

fertece or a lack of government support. J

On the attached list you will find specific cxumples taken from
three companies -- Ingersoll-lRand, J. )tay M;Derrnott and F;IC. I ':no'w
thlat you can get similar information from oLher corrpani c.

Mr. Fe.ginald it. Jones, Chairrvtn of Genrrdl Electric, states rezently
at a government conference that ho felt the loss to GCner..1 Electric
was in the billions of dollars. Frorr the st.. dpoint of Ingersroll-Rand

zpecifically, I feel that our lo:;s o'er a five. year period %.rouid be in
the range of $200 - $300 million.

Also,. I would lil:e to take this opportunity to clarify onJ point
raised during the quection and answer period folloriing my testIxaony on

July 25. T"ne NAM proposal as it relates to the Export-Irrxort Bank does
not contemplate any change in the Eximbeank Board of Directors,) or its
independent status. I certainly agree that Cxi-rbank is one of the few

U.S. governmenont organizations wchich currently is doin'.j a good ob with
respect to trade policy. The relationship described in NAM's reco.nmenda-

tionr; sil:ply is aimed at strengthening the support given E:xirn ank within
thie Executive lBranch. Ie believe that :rximrbatl k de¢erves bettet support,
for instance by a Trade Dcp.art-m!2nt, in rlatters such as the recent contro-
versy over cnvironmentalC rcstrictions on overseas projects, pE'iodic

Conr:rcnsionnl budget deliberations a~nd the nego i-lt:ion of mull ilater' l

agrct ::.,ltS on expor t credit financing.

F'o: your inforr-ation, in case you z, *--.: it, I J'..: t ,di

cop' of a recurit stLory out of the V:'.;h1ingt¢on Star c.-h.m ':iz '.int' the
coltlfu.;iol that cxis.ts ill, govcrnment aJrenicies rCalt-tin c to in crnaltio. l
tri .lc( .

,/u.ljt ]7, 191')
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Finally, I would like to rc-cmp.lasize the importancc of ilaiprov.d
productivity in American industry to our overall position in world
trade. It is difficult to evaluate the insidious effect of a multitude
of government progrars and constraints which ultimately ::ap the will of
corporations and of peopi*c"' to move ahead to greater achievements and
improved productivity. Too many priorities have been placed ahead of
this. I, personally, don't like to ask for government ilucontives.
Rather, I would prefer to -see government disincentives removed.

In conclusion, I again emphasize my personal support and that Of
the NPA4 for a Departrrent of International Trade and Tnvestment, as pro-
posed in the Roth-Ribicoff Bill, with certain modification:., as outlined
in my testimony. I cannot support the two-headed approach proposed by
the Administration, as I feel that it typifies and continve3 the con-
flicting approach we now follow.

Very truly yours,

H.L. Wearly
Chairman

WIm-/tf
Attachment
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A.ttachm.t-it 1

XA_:.P1s.' . 01' t- '. L'oXRT 0C?'TA'rCL.:S

qhe following examples represent a cros-.-iection of ob:;tac]es faced by

U.S. firms in the export market. The illustrations can be clas;ified generally

as either (l) self-imlposed govercl.tnt restrictions, or (2) inadequate govern-

tIent support. Items from both categories can be traced to an undarlying cause

of neglect -- the low governtment priority givan to export cxv. :.:; ¢,.. V'.re h'-

been no firm commitment nor strong trade leader to either challenge policies

adversely impacting U.S. exports, or initiate programs to offset the govern-

cent support given to foreign competitors. The U.S. governnen2L's structure

has short-changed international busir.ess objectives. No mainline department

is charged with the principal policy mission of strengthening U.S. competitive-

ness it. world markets. As a result, the 9;ive-and-take between co;npeting and

at times conflicting policy objectives, U.S. export policy has suffered from

lack of a strong organizational advocate.

1. In early 1978 Ingersoll-Rand lost $8 million worth of compressors for

Acominas in Brazil to a Japanese firm. A major reason for the loss

of the vile was that the Japanese government allows the development of

country nulrketing strategies by consortiums of manufacturers. U.S.

antitrust regulations would prohibit any similar joint planning between

major U.S. companies to decide, for exa.ple, which firma. would supply

comjonnr.ts for which plant on a rotatir.n basis.

2. Ing.!r.l i -lRan1d w,.l offered an order from a SwedLisuh i nt-r,.:.:io,:ltl dis-

tributor for sciveral corlprv!:;sor.; for use in hlo;l[qital.s in ¢etn.::a.

'rn- ord.:r wals evc:tla;lly fI led ,'y ,. S" cli.;' :.' 1I'!t~d! u"^ ';tl. l rei;,-O ,O.l-

Itardil v',e turru. d d!o;n in its reque:.;t to U.S!. j:v'.r.lli. ior jttinsiot;

to ,'hip this; equipn;ent.
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3. Il i d -1971/ Irnjets¢ll-- 1ul v; ,,o:a ntaqo,;,.i.rwith i, t iurop. an ro:,apany, With

.:lic'm they had pro(viollly d.fne bujin,.n., for $1 -mill ioln wor lh ot Rock

Drills fo) lii .o Bc:ai:;¢. of rc:;trjc:ion: ; relating9 Lo tl.S. anti-l-oycott

policy Iraq instructed t:he European buyer not to purc:hase fronl a U.S.

company and the ordcr was placed with a Swcdi.h laninuficturel.

<.. In 1977 J. Ray ItcDermott Co., Inc., s.ubmittcd. a bid of approximately

$25 million to Argcjn-ina for a gJ:; 'il;inc. ' (, ,I,. u

to a French contractor for ilpproxiT1;icely $51 nil lion. J. Ray MIcD2rmott

Co., Inc. 'u judg;rent is that the wor: was awtrded to their I'rench

competitor becau:;e of paynmnts which would have been illeg-11 under

U.S. law.

5. In mid-1977 Ingersoll-Rand was negotiating for $6 million wiorth of pumps

and LJ:apressors %with Fluor Corprlation for Sa.;ol plant exupanLion (in-

cluding substantial technology and product duplication furnished by

Ingersoll-R-nd for the original coal conver:;ion plant) in Soutth Africa.

Be3cause of hum'an rights considoratio:ss, Sasol decided not to consider

U.S. ilanufactured equip:slnt in view: of the undependability of suppliers

to obtain covernment authorizations to meet commitm-!nts. T1h. U.S.

government also refused financial support and South AfricL then obtained

loads from Japan and F'rance. Althougjh some cquipslent :-ns furnished by

A%-nle.lcan-Jupanese/Fren.h licensees, no lctjor equipm=nt ;,:-; purchased from

dirc-.t jwerricln seource::.

Afrit-I. tut sitlce th. sh y;_!re ,:iu; -noteal hp. th: Sni. lt' '.! ci;f-l, .iy ;--

ta:ry, they could not ccc'tp tlhe ort.r under U.S. La:-. Til only

C.l*'!' recnce L..-'tA:*l..' the it: Zn . th-:' : ''· :i :. ,;; i

tl ,'l icipiljtjicr:; in Soou-ih Atica J-es thIe colaor of th'e j:ii:t. In a
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state of c nerq.fency, the riitrici.ljil urit. ccrlainly could b:~ I,.'m!pted

by the South African military. Thus, the U.S. cJovernn-nt's rgaullations,

in effect, excluded th(-n Lfro.l a igni ric:arit volume of c::porl busines's,

with doubtful policy results. The real result wa- that the South African

government ordered the units -- $7 million trorth of U.S. jobs and profits

-- from a German firm.

7. In early 1977 Irtglesoll-Rand loat $3 raillioi: worLh of co:,prisaors from

Pemo:e in Mexico to Italiatn competitors. The Italian govcrrnen. alnd the

Mexican government agreed upon a low interest loan partially repayable

by barter which was rore favorable than the Export-Impart Bat'.: was

prepared to grant.

8. Babcock and Wilcox Division of J. Ray IcDermott & Co., were negotiating

with a Mexican company for $18 million worth of equipment for a power

project. The Exiubank refused to offer financing unless the .rexican

customer changed the sp-cifications for the precipitator efficiency

from the specified 97% to 9¶0% as required by U.S. environmental

standards. The customer refused to modify the specifications and the

business was placed with a Swedish supplier.

9. In the fall of 1978 Ingersoll-Rand planned a private fair in Egypt to

exhibit construction equiprment. The U.S. Enbasay in Egypt %/as asked

to send a letter to the Cairo custoins office to guarantee pay.-2nt of

customs; duties on machinery not re-exlported. 'ilJe I.ocJ :o, C t-.-c

-tt,:¢hC replied .hat hiis tuldcsli:e. di.... '.. ;. .... ., ..... ... ,

un]esst t the iad.. fait %w:-: c:Dntr,,]l.', ": .. :.. :. . ..

govvrnrrant. participation. Ingersoll-Rand thu-: w: deniccl the rjcir:;ary

lctter and vwar; unable to e:41ibit' ; p-':. r C '. . , : .lL: :,.

able to cget such a letter (it form l.et ter) fion CtI. G(em, n tl0wia-sy in

Eg.yp: and therefore was able to c:xhibit and r:ell its Drod,btIt,: -n - ?! :,
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J Il. ';'v. U.S. gov a.: IL ha . till do' l,' I it I IC ill tef m; of S:-h ii L:i ;, fuAir.,

L('. for the U.S. b sin.iu·n.ca in th- People:-s Rpu'Jbl.ic o£ China. J.ast

'r,gnth (l-l cIrr' )crl]'-i;,(.r; .;,- ,,, AIxr 'I. :t: , (C oli.ltionl, hild .t'! (.xh; .it in a

I1ritishl Energy ;lhow to gel our corpor,:te pres;cnce i:dvrti:c;ed in the: I'RC.

T'he United StiJtes is very late or, ti;is p-)int and for years; v:e have been

riding on the cottails: of our blritis'.n nd Canrd!i.ln co'-?:nien in Plek'ing

exhibits.

11. In 1972 Iz9ngrsooll-Rand Co. U.S.A. ]o.;t $2 milliorn worth oi ga5- cnginu

machinery for Petrabras in Brazil to Ingersoll-RIl:nd Co. I.tdl. U.K.

Exi,,.bank terms were not competitive v:w.th the Pritish tr:': v:h;:-h al:.o

specified that nrot more than 7' of the total job could b-- sources out-

side of the United Kingdom. A!.though it wads not a real lose. to

Ingersoll-Rand Co., job hours in the U.S.t. were lost.

12. In early 1977 Ingersoll-Riand and oLh.r Ametrican corm.panicn ;:ure nego-

tiating with the IJ.'.SS.R. for over $200 million dollair.n %orth of

cquip;ament for a gCi pipeline. Althe)i;jilh the negoutiations w:ere succ:esr-

ful thr orders were held up and later p]aced with a Euro;,-2an consortium

becau!e of hurtln rights cronsiderations and U.S.A. failure to grant

nrst favored nation stats:; to the U.S.F .R.
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* NATIONAL TREASURY EMPLOYEES UNION
Suite 1101 - 1730 K Street. N. W.
Washington, D.C. 20006 (202)785.4411

October t, 1979

aOblPlUL1JC:qn S AlpJrosr

The Honorable Jack Brooks '/rt 100
Chairman, Committee on

Government Operations
2157 Rayburn House Office Building o3^3 3 H
Washington, D.C. 20515

Dear Representative Brooks:

We thank you for permitting us to submit a statement supplementing
the record of your hearings on Reorganization plan No. 3 of 1979, the
Administration's proposal to consolidate trade functions.

The National Treasury Employees Union represents 115,000 Federal
workers, including all employees of the U.S. Customs Service. Some of
these Customs workers would be affected by the reorganization plan your
Subcommittee is now considering.

This plan would remove functions relating to trade and revenue
collection from the various agencies in which they are currently lodged
and would place them in a new government agency.

Our union is firmly opposed to the removal of any of the revenue
functions that are performed by the U.S. Treasury Department. The
assessment and collection of revenue has always been a responsibility
of the Treasury Department. To reassign those duties to a new department
would discard 200 years of experience in revenue collection ard needlessly
disrupt what is now an orderly and overall efficient law enforcement
process.

We have been asked specific questions about our views on the proposed
transfer of function. We would like, with your permission, to have those
questions and our answers added to the hearing record on Plan 3.

1. "What is the basic rationale for the transfer
of part of the responsibility for antidrniping
and countervailing duty functions to a new
Department of Trade and Commerce? In other
words, what short comings of the present divi-
sion of responsibilities between the Treasury
Department and the International Trade
Commission would be corrected by placing a
part of the responsibility in an additional
agency ?'

National Headquarters. Washington. D.C.
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It seems to us that whatever shortcomings others have perceived in the
present process would be exacerbated by further division of the responsi-
bilities for enforcing the antidumping and countervailing duty laws.

These laws were both enacted to protect domestic industry, and the U.S.
Customs Service was entrusted with enforcement of them pursuant to its role
as the guardian against the illegal or harmiful importation of goods and
merchandise.

Under the antidumping statute, Customs is responsible for responding
to complaints that a shipment of goods from a foreign nation is to be
offered for sale in the United States at an artificially low price. A
foreign country might lower the selling price of goods for export through
subsidies to a manufacturer in an effort to create a market abroad and/or
to stimulate an industry.

After the complaint has been lodged, Customs employees must determine
whether or not the merchandise is being sold at the fair market value. This
assessment is an extremely complex one and involves determining the cost of
production in the toreign country and factoring in local economic informa-
tion such as how industry sells its goods, how it determines costs, how its
workers are compensated, and many other matters. Especially in a controlled
economy that does not determine the value of labor or Loods hrough the
interaction of supply and demand, this "fair market" determination is a very
difficult procedure.

Once the investigation is completed by ;he Cut ams Service, the Inter-
national Trade Cannission determines whether or not hbe importation of :he
subsidized merchandise is actually harmful to U.S. industry.

After this research is completed, a recomnelaron is sent to the
Secretary of the Treasury who makes a finding of *I:ether or not illegal
dumping has occurred. If the finding is affirmative, then the Secretary
levies an extra "dumping" duty, which is the - *unt by which the merchandise
falls short of its fair market value.

The legislaticn under consideration by your subcommittee would. further
fragment this pro-tess and make it inefficient and unwieldly. It would
separate the processes of assessment and enforcement and in so doing would
undercut both. As it is now, the technical branch of customs, which inves-
tigates anti-dumping cases, and the employees who enforce the determinations
are -n frequent contact with one another and rely upon each other to exchange
information and implement policy. To place the investigative function in an
agency other than Customs would virtually assure mismanagement, lack of
comunication, and confusion among those responsible for upholding the anti-
dumping law.

2. "Whether or not the functions are transferred, how
should antidumping and countervailing duty operations
be structured and staffed to avoid present deficienc'!s?"
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The so-called deficiencies in the administration of th.se statutes are
no more than a strict adherence to the laws as they were written. It seems
to us that Congress has already taken a major step toward improving the
deficientens by streamlining the present procedures which are now in existence.
To then take these functions out of the Treasury Department, which has developed
the expertire to enforce these laws over the years, is tantamount to taking
one step forwvard and two steps backward.

A more efficient and expeditious way to implement these statutes would
be achieved if, instead of r moving the function fr . the Treasury Department,
the Congress sought instead to increase the personnel in the Customs Service
who are responsible for enforcing the antidumping and countervailing duty
laws.

3. "If there is a transfer, how would the policy opera-
tion in the new agency interrelate with the basic data
and investigative resources that would remain behind
in the Customs Service?"

As we have stated, it is our belief that the most efficient and effective
way to administer laws as complex as those regulating antidumping and counter-
vailing duty is to keep all the related functions in the Treasury IDepartment.

The U.S. Customs Service has been recor ending the disposition of anti-
dumping and countervailing duty cases since .ose laws were passed. It has
developed expertise and knowledge in the area, as well as the practical
ability to implement the policy determinations at the workplace. Customs
personnel at the docks and airports recognize "dumped" goodr as well as
merchandise requiring a countervailing duty. They are kept apprised of new
findings by their colleagues in other branches of Customs.

There are historical and practical reasons for maintaining these
functions in the Treasury Department. &it beyond these, there is always
a tendency among groups of people to share information where there is a
community enterprise and a common goal the group is striving to achieve.
Conversely, there is a tendency to develop a rivalry with another group or
organization when functions are divided. Thus, to split the countervailing
duty and anti-dumping responsibilities between the proposed new Department
of Trade and Commerce and the Treasury Department is to invite factionalism
and competltion rather than the cooperation and free flow of information
that now exists between the various branches of Treasury that carry out
functions under these laws.

4. "If a new Department of Trade and Commerce is to make
injury determinations under Section 337, should it not
also make injury determinations under the antidumping
and countervailing duty statutes?"
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The short answer to this question is, '"No."' One injury determination
is not the sa as another injury determination, and there is no effective
rationale for assigning different kinds of determinations to any one agency.
An injury determination under the antidtuping and countervailing duty
statutes is a necessary prerequisite to a finding of duping or harmful
counterviling duty. If there is no .njury to a United States industry,
there is no dumping and no need fo- countervailing duty. To suggest
separating the injury determination from the rest of the investigation now
performed by Custom is like proposing that one person break the eggs, a
second scramble them, and a third cook them. To put it briefly, dividing
a function such as a dumping investigation into numrous disparate parts is
to complicate the process unnecessarily and to introduce the possibility
for communications breakdowns and delays.

In sumary, our union is opposed to those portions of the Plan that
would remove antidumping and countervailing duty functions from the Customs
Service which is familiar with these laws and has always administered them.
To fragment their administration between Customs and Comerce is to invite
disruption and chaos in an operation that has functioned well.

Sincerel I

Vincent L. Connery
National President

Sn:VLC: l

57-408 0 - 80 - 20
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Statement of

The Associated General Contractors of America

Presented to the

Subcommittee on Legislation and National Security

of the

Committee on Government Operations

United States House of Representatives

October 18, 1979

On the Topic of

The Reorganization of the Federal Government's
International Trade Functions

AGC is:

* More than 30,000 firms including 8,000 of America's
leading general. contracting firms responsible for
the employment of 3,500-plus employees;

* 113 chapters nationwiAp:

* Mores than 80% of America's contract construction of
com.nerical buildings, highways, industrial and
muniripal-utility facilities;

* Approximately 50% of the contract construction by
American firms in more than 100 countries abroad.



303

In presenting the position of the AGC Int ernational
Contractors on the reorganization of the federal government's
international trade functions, it is necessary to examine
not only the functional organization of U.S. trade policy,
but the substantive content as well.

In the course of only three years, U.S. contractors have
dropped from first to fifth place in terms of new contracts
awarded in the international construction market. From a
market share of 15% in 1976, U.S. contractors fell to an
estimated 7.9% in 1978.

The loss of construction business abroad translates
directly into reduced benefits for the U.S. domestic economy.
Construction contracts typically result in the expenditure of
40 to 60 percent of the total contract volume on U.S. goods
and services, or what we count as direct exports. The job-
generating effects of construction exports are substantial.
The $50 billion of overseas construction awarded to U.S.
contractors in the period 1975 to 1977 equals between 800,000
and 1.2 million Americans employed, applying the formula that
every additonal $1 billion of U.S. exports creates 40,000 jobs.
This does not include the many Americans employed overseas by
the U.S. construction industry.

EF_ ts of U.S. construction services create overseas
sales of U.S. merchandise and ensure a spare parts market for
years to come. The initial design and construction of indus-
trial facilities and civil works by the U.S. engineering and
construction industry increases the likelihood that future
plant expansion and development will also be procured in the
U.S. It is in the interest of the nation as a whole that the
U.S. construction industry be capable of successfully competing
in world markets in the future.

U.S. trade policy can be divided into two categories of
government involvement affecting the export industries:
export disincentives and export promotion.

By export disincentives, we mean such impediments to
trade as the noncompetitive taxation of U.S. citizens abroad,
anti-boycott, antitrust and anti-bribery legislation, environ-
mental reviews and human rights policies. Trade has become a
tool for foreign policy purposes, and no accurate figures are
available on the lost export business associated with each new
trade regulation. There is a myriad of unrelated laws and
regulations creating a series of stumbling blocks and an aura
of uncertainty that, in turn, produces a chilling effect on
anyone's plans for doing business overseas.



304

AGC believes that the trade reorganization should be
accompanied by a statutory requirement which would direct the
designated lead agency on international trade to prepare trade
impact assessments (TIA's) identifying the trade costs of all
major existing and proposed legislative and regulatory measures
affecting U.S. exports.

We have developed a fact sheet on the TIA mechanism,
which we would ask to be entered into the hearing record.

National security and foreigh policy considerations are
today receiving disproportionate attention relative to our
trading interests. Rutherford Poats, of the National Security
Council, has estimated that between $5 and $8 billion of
potential export business is lost each year due to U.S. govern-
ment regulations. This means that export regulations and dis-
incentives imposed byour own government could be responsible
for as much as 15-23% of our trade deficit. One can question
whether national security and foreign policy considerations
should automatically justify losing such enormous amounts of
overseas business.

Poats is basing his figures on the results of a major
trade cost study which the government has undertaken in com-
pliance with the President's export policy statement of Septem-
ber 26, 1978. This interagency project, coordinated by the
so-called Export Discentives Task Force, covers 16 discentives,
but does not include a trade cost analysis of the single most
costly and export-impairing disincentive - Section 911 of The
Foreign Earned Income Act of 1978. We believe that an assess-
ment of lost exports due to this non-competitive tax legisla-
tion must be performed.

The government's export disincentives study is presently
classified, and the full particulars are not available. How-
ever, we believe that if this trade cost study is to have any
significant export promoting effect, the trade cost data
associated with the various disincentives must be disclosed
to the Congr ess and the public.

We rrcognize that national security and foreign policy
considerations in certain situations must receive first prior-
ity, even if a loss in trade is apparent and inevitable. How-
ever, we must ensure that the trade argument is coherently
presented and empirically supported through a formal mechanism
assessing the lost export business resulting from major export
disincentives. A strong trading posture for the U.S. is be-
coming both a national security and foreign policy necessity.

-2-
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The costs of foregone export business, which ultimately
are borne by the American consumer, must be clearly under-
stood and considered when foreign policy initiatives are
contemplated. The trade impact assessments are necessary
for this purpose.

We have presented a constructive proposal to deal with
export disincentives, and we can now turn to the export
promotion efforts of the U.S. government. There are two
forms of export promotion: indirect or 4eneral trade
promotion and direct or specific trade promotion.

The indirect or general trade promotion consists of the
traditional work done by the Conmerce Department and the
conmmerical officers at our embassies abroad. This is an
important part of the overall effort by the U.S. government
to promote trade, even though the results are difficult to
quantify.

The direct or specific type of trade promotion operates
at the level of actually getting the business, signing the
contract and completing the job. This direct form of govern-
ment promotion is the more important for U.S. contractors
competing overseas. Competitive project financing, competitive
taxations, loan guarantees, performance bonds, political risk
insurance, feasibility finance ----- these are the services
that we need from our government to be competitive abroad.
We predict that no matter how much the government reorganizes
its general trade functions, we will experience very little
export expansion unless these specific tools of trade are
identified and substantially improved.

The U.S. construction industry has traditionally been
opposed to the principle of government subsidies to private
industry, but we must concede that in order to be competitive
in the overseas markets, we need U.S. government policies
and programs which improve our competitive posture.

The export-import bank is doing an effective job given
its limitations; but, it should have substantially increased
lending authority.. We need adequate project finance at com-
petitive rates equal to what other governments offer their
construction exporters. With insufficient bank funds, higher
risk construction projects in developing nations must today
compete for finance against lower risk commodity sales or
manufactured goods, with the construction projects receiving
lower priority. We believe that such competition for bank
funding should be eliminated, perhaps by earmarking adequate
percentages of bank funds solely for project finance.
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The amazing fact is that, instead of experiencing a
steady increase in funds to respond to the growing needs,
Eximbank's direct credit authorization dropped from $3.8
billion in 1974, corresponding to an export value of $8
billion, to a low of only $700 million in 1977 direct
credits, supporting $1.4 billion to export value. The bank
is not expected to exceed its 1974 lending authority until
1980!

Expansion of Eximbank funds and the maintenance of its
present independence is one of the most cost-effective
methods of securing new export business; and, in our opinion,
this requires tripling or quadrupling the proposed funding
level of $4.1 billion for FY 1980. Competitive project
financing is quickly becoming the most important aspect
of a successful bid.

We have talked about the need for direct and specific
trade promotion, of which the programs of Eximbank are one
example. Rather than take the Committee's time to discuss
additional programs, we would ask that the attached appendices
outlining these suggestions be entered into the hearing record.

The ultimate purpose of any reorganization of trade
functions must be to first, elevate trade policy to a more
appropriate level in the decision-making process; and secondly,
to initiate both general and specific trade promotional pro-
grams deisgned solely to improve our export performance; and
finally, to ensure cross-agency, cross-legislative coordination
and point responsibility so that one action is not negating
or inhibiting another trade promotion action.

These objectives clearly require the consolidation of
trade responsibilities under the auspices of a single lead
agency and onecabinet-level spokesman. However, we have inter-
preted the current mood in the administration and on the hill
to suggest that something less than a new department is a
more realistic aspiration at this point.

Given this situation, and the fact that we ultimately
support the notion of one government agency combining both
trade policy and its implementation, we have examined the
various reorganization proposals in an attempt to find a
compromise solution which would provide maximum consolidation
without creating a new department. In our opinion, the
Administration's proposal does not go far enough in con-
solidating trade functions. We are particularly concerned
about the separation of policy-making from the operational

-4-
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trade functions, considering that this very separation and
fragmentation of policy and implementation is, in large part,
responsible for our current trade dilemma.

The Gillis Long Bill suffers from this same problem.
However, by creating an independent special trade agency out-
side of the executive branch, and by substantially expanding
the authority of this agency beyond the current responsibilities
of the S.T.R., the Gillis Long Bill, in our opinion, creates
the nucleus for a future single .department of international
trade with policy and operations under t.ee same roof. Short
of a new departnent incorporating existing fragmented trade
functions, we therefore favor the Gillis Long Bill as the most
satisfactory solution at this point.

In this context, we want to emphasize once more that no
consolidation of trade functions will adequately serve the
interests of trade expansion unless accompanied by the statutory
requirement of trade impact assessments as outlined earlier.

Finally, it must be clearly understood that the U.S.
construction industry wants the reorganization to generate
a flexible trade policy approach designed to meet specific
industry needs, making it possible for us to expand our exports
in the 1980's.

-5-
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APPENDIX 1

',., , , -1 ~~ International Construction
Division

THE ASSOCIATED GENERAL CONTRACTORS OF AMERICA
... E St. N.W. Wnhiet D.C2. 200D (202) 3J-2040

June 26, 1979

PROPOSAL TO DEVELOP GOVERNMENT FACILITY FOR GRANT-IN-AID FUNDING
OF FEASIBILITY STUDIES FOR MAJOR CAPITAL PROJECTS OVEi.SEAS

In response to the increased use of mixed credits on the part of the

industrialized nations of Europe and Asia in the financing of major capital

projects in the developing world, and recognizing Eximbank's limited ability

to effectively counteract these practices on behalt nf U.S. exporters, the

following proposal suggests one. possible means of improving the uspaetitive

position of U.S. ccvpanies pursuing such projects.

Nature of Project Feasibility Studies

The key element in the successful development of large industrial and

civil infrastructure projects in both industrialized and developing nations

II the preparation of the project feasibility study. The feasibility study

identittes for the project's promoters, owners and financial backers the

economic and social benefits which can be expected to accrue from a given

project, as wall as the costs associated with the financing of the work and

operating the completed facilities. The feasibility study is, in fact, the

primary evaluative tool for proposed projects and is the basis upon wvtich

implementation decisions are made. The costs of feasibility studies vary

from project to project; however, a standard approximation of their costs

falls in the range of between 1X and 32 of the total project costs. In many

cases, these costs prohibit a developing country owner from proceeding with

many categories of low priority, yet financially viable, development projects.
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International contractors interested in carrying out these projects

mst then uasist such owners in sourcing competitive financing for the

required feasibility studies. This assistance take· several ferns, ranging

from government-backed credits vith lcm rates of interest, to outright granta

from the bilateral lending agencisa of a contractor's country of origin.

_.% willingness of these government agencies to concessionally

finance the feasibility study stems from the increased likelihood that the

project itself will be awarded to a contractor from the same country which

prepared the project feasibility study. This correlation is due to the high

degree of compatibility between the conceptual framework of the project as

identified in the feasibility study and the follow-on engineering design.

If standard U.S. technological applications are specified in the feasibility

study, the design and construction can be carried out more efficiently by a

U.S. contractor familiar with the applications. Some countries reportedly

will grant the feasibility study if the client agrees to contract the follow-

on design and construction with a contractor from the country. The export

credit agencies of these nations will also arrange project financing for the

project itself, provided thst a majority of the procurement for the project

is tied.

In the area of integrated, multi-phase ir. ustrial development, par-

ticularly in chemical process, it is the initial feasibility study which

sets the design standards for the entire complex. In such work, the feas-

ibility study is the key to the follow-on business, and the merchandise

trade which accompaniea such projects is a leading source for new orders

of capital add manufactured goods.
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wbile RLwbank i ompnevred to respond to such mixed credit competition,

budgetory limitations prohibit then from effectively counteractin these prac-

tice (total lJAding authority, $3.6 billion for Ft 1979). in short, the Bank

has limited .fuad.g available for grant or conceeaional financing operations,

and is *alo directed by statute to be self-sustaining and thereby cannot afford

to engag in eocedsioo al financing to any major extent.

Vith the exception of the lowa and grants made under the Security Sup-

porting Assistance program (BSA), the Agency for International Development

(AID) ha dramatically reduced the level of AID financing for capital pro-

jects. AID's Iecision to get out of the construction busines is is consitent

with the 3av Directions program emphasizing basic human needs (BMK) rather

than the "trickle-down" theory of capital-intensive development. The office

of keimbursable Services (RS) i, AID has funding available for feasibility

studies, but the level (approximately $3 million) is not l·rge enough to meet

the competitive needs of the industry.

Consequently, U.S. contractors competing for major capital projects in

developing nations are at a decided disadvantage due to the lack of an ef-

fective export credit/frefgn ass·istance facility. Due to the substantial

trade benefits associated with these projects, both in terms of initial pro-

curement as well as thu follow-on spare parts market they create, tte following

propoail is offered for consideration.

ximbank/AID Co-Financig Facility for Feasibility Studios

A U.S. contractor pursuing a project in a developing country would ap-

proach the Ministry of Planning and map out the basis of the project and reach

an agreement on the preparation of a fcasibility study. The contractor and

the client would then apply for financing under the proposed facility, which



311

would involve a short-term Zxitbnk credit at the official rate, to be repaid

by a grant-in-aid funding from AID. The Bank would, in effect, be extending

fully guaranteed habort-term credit to the client for the feasibility study

and thereby experience limited budgetary impact; AID would be supporting the

foreign Ontity with a grant to repay the foreign exchange costs of the feasi-

bility study. The feasibility preparation would involve, to the greatest extent

possible, the participation and training of the client country nationals and

would, therefore, be consistent with AID's BHN criteria. The likelihood that

AID's participation in the feasibility would eventually lead to a major capital

project with probable U.S. participation might necessitate the channeling of

the AID funding through the Security Supporting Assistance program, due to

its aforementioned construction emphasis. The SSA monies would be drawn from

a ready fund approximating an appropriate percentage of the SSA annual budget

(1-21; SSA authorizations for FY 1980 are approximately $2 billion). During

the preparation of the feasibility study, alternative sources for project

finance wolid be identified, making possible use of existing Bank programs,

the private capital markets, or, if the project warranted, future SSA author-

iSations.

The project would then be put out to competitive bidding or negotiations

and would be tied to U.S. procurement to ensure the desired trade effect.
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APPENDIX 2

irk 4'. X >International Construction
Division

iiis C"~THE ASSOCIATED GENERAL CONTRACTORS OF AMERICA

1967 E Sto.t. N.W. Wahington. D.C. 20006 1202) 393 2040

POLITICAL RISK INSURANCE FOR
OVERSEAS CONSTRUCTION CONTRACTS

The volume of work performed abroad by the U.S. construction industry,
which very materially improves our presently unfavorable balance of trade,
could not be obtained if it were not for the political risk insurance which,
in the past, ha, been provided by the Overseas Private Investment Corporation.
Furthermore, this volume could be increased if the political risk insurance
program is improved.

ACC does not favor one agency over another to provide political risk in-
aurance for overseas construction contractors, even though our five year ex-
perience with the program under the Overseas Private Investment Corporation
was viewed favorably by the industry. However, the country per capita income
and company sales volume policy limitations adopted by the OPIC Board of
Directors in September, 1977 drastically reduced the availability of the pro-
gram in several key construction markets, and thus materially reduced its value.
Recognizing the incompatibility of OPIC's developmental objectives with the
export assistance requirements of international contractors, AGC recommended
to the Congress on Harch 16, 1978, during the consideration of the U.S. Export-
Import Bank legislation, 'that the program be transferred to the Export-Import
Bank.

Following AGC's testimony, the report of the Committee on Banking, Finance
and Urban Affairs included a recommendation for the development of a Construction
Services Insurance Program at the Bank. During the process which led up to the
actual transfer of the program on July 1, 1978, ACC contractors participated in
a series of meetings with Eximbank staff concerning the program and its composi-
tion. On April 25th, ACC provided the members of the National Advisory Council.
(NAC) with a memorandum outlining the nature of construction exports and the
specific areas of exposure in a typical construction contract.

On June 9th, the Board of Directors of the Export-Import Bank were presented
with a final program proposal, and it was unanimously adopted.

Since the adoption of the program by the Export-Import Bank, approximately
30 project registrations have been filed. However, due to the low awards ratio
for U.S. contractors overseas, only a small number of policies have been issued
to date. The low award ratios reflect the overall noncompetitiveness of the
U.S. construction industry in the international markets, and do not relate to
the program or to the Bank's administration of it. However, there are several
features of the program as presently administered which do not further the ex-
port promotional intent of the Congress, nor adequately address the needs of
the U.S. construction industry.
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The requirenoot by the Sank for an investmean guarantee bilateral agree-
ment between the U.S. governmnt and the foreign governent in dvaance of is-
sulng coverage for a project haa lbtaJe the availability of the program in
several major markets. The program proposal approved by the Board of the !i-
port-Import Bank called for the following policy with respect to the bilateral
agreement eligibility requireeant:

(1) Eximbank should utilize the OPIC bliaterals to the extent
that they are available.

(2) Otherwise, Exitbank should obtain satisfactory evidence that
the host government has approved the project and that Exinbank
would be recognized as succeeding ro the rights of the guaran-
teed U.S. fire in the event of the payment of a clasm ty Exi.bank.

Pron everything we can gather about the Bank's administration of the pro-
gram to date, the emphasis has been placed on the first recommendation, and
they have effectively adopted the OPIC cowutry list. Consequently, the counr.ry
expr.nsion of the program of the Bank has not occurred. The Bank's counterparts
in the couutriea of Europe are offering similar coverages to their respective
construction industries on an unlimited country basis, and the) are daing so
without the benefit of rights of subrogation or arbitration agreements.

Therefore, we racomend that the Bank be directed to expand the availabil-
ity of the coverage in a manner more responsive to the competitive needs of the
U.S. construction industry.

07/25/79
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APPENDIX 3

is a_. X S~v International Construction
Division

I,? IES_. N.W. WamkWin. N.C.1 000 (2021 3932040

MEMORANDUM

June 20, 1979

TO: MHeberg of the Bilaternl Subcommittee of the
Dev :opnent Coordination Committee

FROM: George E. Stockton, Director of International Constructi c,.

SUBJECT: Code 941 Competition in the U.S. AID Program

.be Associated General Contractors of America and its 113 chapters
nationwide is comprised of approximately 30,000 f..rms, including more than
8,000 of the nation's leading jeneral contracting companies that perform
more than $100 billion of construction annually. AGC members also perform
approximately 502 of the contract construction by American firms in more
than 100 other countries.

ACC members have long recognized and actively supported the vital role
carried out by the Agency for International Development (AID) in assisting
the poorer nations of the world in their respective development programs.
Over the last several years, AID-financed construction projects have contri-
buted substantially to the dema.o4 for U.S. construction services abroad, and
U.S. contractors have accomplishud a highly satisfactory performance record
within the AID program.

It is our belief that such direct bilateral assistance is a far more
effective means of implementing U.S. foreign assistance policy than is the
multilateral alternative. Bilateral assistance ensures a greater degree of
control over the end use of foreign assistance appropriations and tends to
minimize the negative impact on our trade accounts from the outflow of capital
through the tying of procurement to U.S. source and origin. The economic re-
turns accruing from the U.S. AID program should not be discounted, particularly
in light of the present environment of budgetary austerity.

On the issue of non-U.S. bidding eligibility on U.S. Government-financed
construction projects abroad, AGC has adopted the following policy:

"ACC believes that all construction and engineering
projects in foreign countries, financed in whole or
in part by any agency of the U.S. Government, be lim-
ited to bona fide host coumtry construction Lad engi-
neering firms or bona fide U.S. construction or engi-
neering firms or a combination thereof."
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With respect to Code 941 procuresena policy, we recognize and acknowledge
the greater developmental considerations supporting the principle of untying;
however, we object to the policy for the following ressons:

(1) Inequitable distribution of benefits smung Code 941 nations;
(2) Unfair nature of Code 941 ADC competition; and
(3) Discriminatory impact on U.S. small business.

In the following consideration of Code 941 procurement, we have confined
our comments to the effects of the policy on the U.S. construction industry.
We have done so because competition in the construction program differs *ter-
ially from that in the AID progra devoted to the procureamnt of coenmdities
or food. Unlike the international commodity and food markets, which are rela-
tively open, competition in increasing sectors of the global construction mar-
ket is becoming closed due to the introduction of export subsidies and non-tariff
barriers by principle trading nations, including several Code 941 advanced de-
veloping countrim (ADC's). Iherefore, as we intend to illustrate, Code 941 pro-
curement policy creates competitive distortiono which uniquely and disproportion-
ately impact the U.S. construction industry.

I. nIn.UITADL DISTRIBUTOIQ OYF BNEFITS A40tOG CODE 941 NATIONS

We understand that Code 941 procurement policy was developed during the
early 1970's, and reflected the Nixon Administration's belief that the untying
of AID procurement to qualified Code 941 countries would accomplish a nore
equitable distribution of benefits of U.S. foreign assistance. There is evidence
that the various benefits intended to accrue to the Code 941 nations through the
untying of AID-financed construction projects, such as training, capital forma-
tion and eventual self-sufficiency, are not being shared equally suong eligible
nations. In fact, an analysis of Code 941 participation in the AID construction
program indicates that the policy has accomplished little more than a skeving of
the benefits to a very small number of ADC nations. Since 1973, five major con-
tract wvards totaling $66.3 million have gone to Korean contractors; and Korea,
India and Taiwan have also been major suppliers of equipment Pnd material -
current estimates of these sales are put ant $25 million per year (for breakdown,
see Appendix A).

While the success of the Koreans in the AID program might appear substanti-,
It is insignificant when compared to their iverall accomplishments in the global
development markets, particularly in the OPEC nations. In 1978, Korean overseas
contract volume topped $6 billion. and projections for 1979 are in excess of $10
billion. Several other Asian ADC nations, including Taiwan, the Philippines and
Thailand, are also following the Korea2 overseas construction model (see Appendix
B). The $10 billion projection for Korea, which is almost three times the total
AID outlays for FY 1980, suggests that they are no longer in need of the U.S. tax-
supported AID construction program.

It has been suggested that continued Korean participation in the AID program
is necesary due to a waning intereas ou the part of the U.S. and other Code 941
contractors. We submit that this vaning interest corme about as a direct result
of Korean bidding eligibility. For many of the reasons identified in section 2
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of this paper, bcth the U.S. and Code 941 contractors have learned that cow-
peking against a Korean firm is not worth the cost of bid preparation. This
dominance of the AID program by the Koreans reflects a level of capability
which dramatically exceeds the Code 941 norm. The guaranteed effect of con-
tinued Korean eligibility will be the denial of opportunity to a more deserving
category of nations.

This'widening gulf of opportunity between the ADC and LDC nations was a
recurring theme during the fifth meeting of the United Nations' Conference on
Trade and Development (UNCTAD V) which recently concluded in Manila. The di-
vision and frustration which characterized the proceedings prJmpted a member
of the U.S. delegation to comment: "The advanced developing nAtions sooner
or later must recognize that less preferential treatment for them would mean
more benefits could be passed on to, the least developed countries." (Sea Ap-
pendix C).

Recoesendation - We submit that a reevaluation of the eligibility of certain
ADC Code 941 nations is tantamount to the meaningful implementation of the
AID program, not only from the standpoint of U.S. participation, but also for
truly qualified Code 941 countries as vaell.

II. UNFAIR NATURE OF CODE 941 ADC COMPETITION

The aforementioned success of the Koreans and other developing Asian nations
has not come about without vigorous levels of support from their respective gov-
ernments. These supports vary from country to country, but typically take the
form of lenient tax treatments, outright financial subsidies, government control
of competition, recruitment and training of labor, and restriction of labor sup-
ply (see Appendix 1). The Korean example is the most visible and by far the most
effective of the subsidy programs, and we will therefore confine our commuents in
this section to Korea.

In the aftermath of the 1973 oil embargo, the Korean government became com-
mitted to a program of export expansio,n to meet the rising cost of energy. The
most efficient formula was soon identified to be the export of construction and
engineering services to the OPEC development markets. While serving a brief ap-
prenticeship as labor and trade subcontractors to U.S. and European contractors
in the region, the Kureans proved to be a quick study in the categories of build-
ing construction and civil works. Subsequent joint ventures with Western contra,
tore eventually led the way to prime and turnkey contracts for several emerging
companies. It was at this point that evidence of government support and out-
right control emerged. During this period, the Korean construction indus-
try vad undercapitalized and under traditional competitive procedures would have
found it impossible to post the large bank guarantees (on-demand letters of credil
required for bid, performance and advance payment bonds on Jumbo Mideast contract
tendered during 1975 to 1978. However, the Korean exchange bank interceded on th
behalf and posted unconditional counterguarantees to Western bank-led syndicates
providing bank guarantees for Korean contractors. (A list of these major syndica
guarantees is attached, as well as a telex from Citibank, Seoul confirming the
counterguarantee mechanism on one of the syndicaten - see Appendrt D).
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Further evidence of government control ovr its contractors became in-
creasingly apparent, particularly in the area of export permits. As a par-
ticular project would near the tender stage, contractors in the region Would
often enter into joint venture relationships with foreign counterparts iun order
to minimite the risks associated with the project. In several documented cases,
U.S. contractors had entered into joint venture agleeuents with Korean contrac-
tors. However, they noon found that their partner was no longer interested in
pursuing the work after another Korean contractor became prequalified to bid
the same project as a single entity. When pressed on the issue, the format
partners revealed that their government had denied .hen a permit needed to
secure the necessary bank guarantees required to bid the particular job.

In a meeting between a Korean constluction delegation and the AGC, held in
Washington on October 23, 1978, the ACC officially protested this practice on
the grounds that it was anti-competitive.' Mr. Park Sung Bak, Director of the
Overseas Cooperation Bureau of the Korean Ministry of Construction, responded
to the protest by stating that the Government of Korea felt that such restric-
tive procedures were necessary in order to avoid "ruinous competition between
Korean firms." (See Appendix B). During the same meeting, AGC questioned Hr.
P,.rk about the government'srestriction of the use of Korean labor to Korean
firms. This practice was also confirred and defpnded as being necessary to
avoid labor shortages at home. This involvement on the part of the govern-
ment is augmented with several other programs designed to improve a Korean
contractor's export competitiveness, such as a O5X corporate tax exemption,
a total income exclusion for expatriate workers, and a five-year tax holiday
on exported construction materials. The government is also involved in the
recruitment and training of overseas construction labor, and has reportedly
converted several military bases into traini"g centers. Korean Army regulars
are also offered early discharges if they sign up for overseas construction
projects (see Appendix F).

There is also evidence that the Korean government supports bid collusion
asong certain segments of its construction industry. Under what is reported
to be direct government supervision, approximately 30 Kor.e contractors have
formed the Korean Overseas Construction Corporation (KOCC). KOCC's formula for,
success (present contract volume in excess of $1 billion) involves the collective
pursuit of work, including a central bidding office which farms out various por-
tions of a project to individual meabers of the association upon receiving an
award. KOCC in turn charges a fee of 1% of the net profits for its services.

The ffect of thece procedures has been the dramatic ascension of the
Korean cons · tion industry from obscurity to global leadership in the short
span of six re. Competing against the Koreans on certain categories of work
has bekome futile; and on many recent projects, the competitive field has been
comprised entirely of Koreans (as was the case on the AID-financed Jordan Valley
Projects). There are also report3 from the field that the Koreans are now raising
their prices after gaining la-ge segments of the market, suggsatinz that earlier
projects my have been dumped. We are presently gathering data on project awards
spanning the 1975-78 period to determine if there exists hard evidence of dumping
trends or patterns.

Recomendation - We submit that the subsidization of Code 941 source contractors
by their governments is inconsistent with free and fair competition in the AID
construction program, and we recomnend that AID terminate the procurement eligi-
bility of any nation found to be engaging in such practices.

57-408 0 - 80 - 21
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I!1. DISCRIMINATORY IMPACT ON U.S. SHALL BUSINESS

As the Administration continues to examine ways to improve our trade per-
formance, considerable discussion has centered on the necessity of increasing
the involvement of U.S. small busineas in Lhe export markets. Procurement under
the AID program constitutes an ideal entry vehicle for smaller firms in that the
tied nature of the program serves to insulate these companies from the highly
competitive. field of international bidders. Upon penetrating a given market
through AID-financed work, U.S. exporters may then, at a much lower operating
cost, explore additional regional opportunities. However, if the presence of
government-subsidized competition in the AID program persists, there will be
limited or no opportunity afforded U.S. small business.

This commercial perspective of the AID program would recognizably lack
support in the purely developmental context; however, the consistent and in-
creasing use of mixed credits on the part of the principal trading nations of
the world lends credence to this argument. U.S. exporters are facing bidding
situations where foreign counterparts are providing export financing which in-
cludes varying percentages of grand-in-aid or highly concessional interest rates.
Eximbank is not empowered, in any ef ective sense, to respond to such mixed cre-
dit competition, and therefore; measures should be taken to ensure a substantial
U.S. trade effect in our existing foreign assistance programs.

Recowmendation - To better serve the interests of the U.S. small business com-
munity, AtD should reevaluate the eligibility of subsidized ADC nations and
endeavor to substantially increase its efforts in publicizing upcoming tenders,
working in closer liaison with the export promotional offices of the U.S. De-
partment of Commerce an, the Small Business Administration.

Attachments
GES/cec
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APPDmIX A

VIAR EAST BUREAU Contracts by Code 941 firms (Korean only)

Firm Project Loan

Jordan

1. Shin Seung (Korean) Jordan Valley Village $14 mil.
Devalopment (Buildings)

2. Cho S', (Korean) East Chor Canal $10 mal.

3. Cho Suk (Korean) Zarqa Triangle Irrigation $ 4.5 ail.

ASIAN BUREAU Contracts by Code 941 firms (Korean only)

Indonesia Conttact Ant.

1. Hun Dai (Korean) Djakarta-Bogar Road $33.2 ail.

Bangladesh

1. KDC (Korean) Ashugan j Fertilizer $ 4.6 all.

NOTE: Vinnell (U.S.) bid against KDC on this contract and lost.

Korea, Taiwan and India have been major suppliers of equipment and materials
on AID funded work through Code 941 eligibility. Current estimates of annual
Code 941 sales are put at $25 million per year.
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APUMDIX B

nv3asion of th Middle East
A formkidbl new rconpetidie force has
put a whole new looh on international
constrtm in the past few yeans.

International construction has become
a signilran: source of income, a balance-
of-payments factor, for oil-buying coun-
ties around the world. For some dnevlop.
o4 countries the use of conruction to

recapture pero-dolars has become a
matter of national policy.

American, European and Canadian
companies, which once dominated third.
world construction, have had Japan to
compete with smine its first toarys into
foreign reparations projects followirn
World War Ii.

Now, the US.. Europe and Japan
have to compete with Mideast companies
working beyond their national borders,
with occasi.nal Russian, Yugoslavian and
other eastern bloc venturer abroad, and
most recently with the entry of Brazilians
Into biglegue overseas contracting.

But the toughest new ontenders in the
fight for construction comtracts in the
Mlideast where most of the new business
concentrates, are from Asian countries-
developing Asian countries.

Their inpact on international con.
struetion is strikingly apparent but diM-
cult to quantify, for it is constantly chang-

ing, and it varies country to country. In
an effort to size up the situation as it
appears today. t[sR visited the Asian
counts its fron which the large and grow-
ing competition comes.

Japan
Itpuait Im 113 mnruft
Cmns DmWir Prr.d S53J5 bitin
PeT C"D Iconw: 54.90

It is usef,,t to look firt at Japan. Asia's
most highly idustrialized nation, it has
been building abroad 25 yea.

A decade ago. Japan's giant frms--its
Big Five-were variously involved
abroad and ready for a bigger push (L'a
12/11/69 p 36).

Their sork then concentrated in
Southeast Asia. Taixi Construction Co.
alone among the Big Five had a Mideast
office-in Lebanon.

Today there are 60 members of the
Overseas Construction Association of
Japan, Inc. (ocAji). A list published this
year of their overseas contracts totals 46
major jobs-almost half of them in
Southcast Asia, with I;rge concentrations
in Malaysia and Singafr-re. tut there is a
shift-rertainly in the do;!ar volume of
work-tnowanrr the lideast.

Takeo Aisuni, presidet of Oc.sJ (and
chairman of Kajima Corp.), ats associa-
tiro. members' pre-1974 foreign volum
doibled in worth b) 19175 with the oil
price rise. Growth I' b' constant ever
since. By 1976, the dollar volume of
Japnese contrats in the Alideas out-
stripped the volume in Southeast Asia.

According to Atsurni by 1977 Japa-
nea contractors were doing about 53.9
billion oreras, 49% of i in the Mideast,
M35 in Southeast Asia.

In the Mideast, Irn accounted for 34
Japanese contracts valued at a total
S235.9 million; Iraq, 20 contracts total-
ins 5202.3 million; Kuwait, six Jotb
worth S56.5 million; Qatar, II worth
526.3 million; the United Arab Enirates,
five worth S51.3 milion; Egypt. nine
worth 5127.8 million; and Saudi Arabia,
16 worth 5189.6 million

Limits on growth. The Japanese, with
their S1.9-billion total of work in the
Mideast were not highet aunong the
world's leading competitors there in
1977. In fact, they are running a poor
second to t heir neighbors aass the Sea of
Japan, the Koreans. The blideast is a
difficult market for the Japanese,' says
Atsumi.

They suffer lansuage problems over-
tas; relatively few of them use a second
language well. Tley also suffer the same
high labor costs that imnpisact Americana
and Europeans, making it uneconomic to
take many workers abroad.

Unable to rompete with the cheaper
labor contractors, they've seen their
steady early growth of Mideast busties
slowed. They look to fu-dre hightecthno-
logy projects as the; best place to
compete. Atsumi cites as an example
Japan's great st ength in seismic design-
and Iran's earthquake problems.

Taisci Corp., long a leader among
Japanese builders abroad, has 10% of its
current backlog in overseas ork, almost
S$00 million worth. But according to
Taisei president Hidco Sl .asawa, their
work has concentrated in such relatively
high-technology projects as a powerplant
in Iraq and a steel mill in Qatar for
Japan's Kobe Steel. (On the stee mill
Taisei subcontracted to Koreans.)

Comtiuction, recemnly a much as 20%
of Japan's c;P, has suffered domestically
alons with the rest of the economy. mig

conuruction companies, seeing their prof-
its squeezed by a low rate el r.,pi;tl
investment, look to the government to

vewnber n2. ts7a SI 123
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.. . competitors fror. ' Jeveloplng countries (. l work aad Ko., an. *
activrely sedin Awerirnn jdnt n tutm

trir econor with 197t boost of abroad-all but about 5,000 of them In In h he M Wids (while being wooe t
30% in public workt stnding, the Mideast and almost all of them In joint venture wih Cnadia anywhere

y so keep looking abaro d- and at contruction. (Se The Koreans ae inhe wor.

the remarkabble progres" of the Kor comin Let 35/31/77 p. 16). Orgas d ne. Koren Overse
eans. For a while, when Korean lbor With skilkled, hardworking manpower Contracor Aocia8tm (OCC ) executive
rates were 40% of theirs, they looked for kts stoa in trande, Korea's co ruction vie rident J.. Chung list 122
Koremans a subcontractor But now, say industry captured S3.5 billion in overnas campaniet licensed b dthe ovnment to
Taisci's Sugaswa, K ore' rte are up ontracts in 1977, set S4 billion as its wart. overseas under .n Overseas Con-
to 70% of Japan's; and the Koreans are target for '78, and pssed the 6.billion structin Promotion Law. Eighty.fie amr
precluded by their overntment fromn mark at mid)ear. The 1979 goal is S:0 construction ontra and 80 of thoe
sukbontrating wherev thecat n cnmpete a*r billion. actually have work abroad; six are
prime contrators Intead. 'This means that it five fast and rious consulting enginee; eiht are in eleari.

Neat April 21-22 (tentaively) oCAJt yers of competinS abroad Korea is now l-teleko communicatiens areas
will host in Tokyo a third annual m ee g we: ahead of Japan. And its 53.5 billion oCA recommends contrator or ve
with the Overse Contractors Association in foreign ctracts in 977-virtuallyU I licn and the the Minisr of

f Korea. OCI president Atumli says the Mideast-compared impressively witb Conru n has a hand in deding who
two groups have been dose and have S61 billion worth wos by US. contrc- qualies for a specific project abrod All
enjoyed "a great deal of cooperation.* tors in the Mideast thlt year. who are Icensed ·are apitald to at least

But the pronouncement out of last Korea may be the :'y ,-'ion in 1$20 miWon. KOCA categorzes them as to
years mt in that Japan's high techno- hiuory to have a cotruetion indv.ry their financial apabity, then, just as
boy would be joined with Korea's skilled with 70% of Its voluine overseas-thi ontractors anywhere, they must qualify
manpower apparently hasn't amounted to despite domeuie rantrution boom r, and bty bid and performance bonds.
much. The Korean. will meet ain with that's keeping pace with an economy with h the big dierene Is that I 's a govern
the Japanese, but they also traveled growth estimated at 14% this year. menl bank whose guaranst ee it needed.
abreed last month to mmet with Catn- Oorvmment support. A Ministy of The government therefore can control

dian and Americans, whose management Construction watches over it all, policing who bids any given job, can prevent more

skills as well as technology they appear to and promoting. Constructien exports that one Korean firm from comnpeting for

prefer a more marketable, have become an integral part of Korea's a ven job, and can prevent subcontract-

Forthe pupose of his urvey of inter- economic development, its balance of ir., o joint venturing where it would
national constr- *ion's Asian competition. payments and therefore its foreign policy. Irathr ee a Korean as prine contractor.

therefore, it is logical to look first at Mideat construction alone more th'n Bank guarantees. one granted. are as

Japan, as the oldest in the fid, the most covers the cost of oil imports. / nd, good as the credit of the government.

highly industrialized. But Japan is not incrrasingly, constructors are ventu ing With this kind of barking. tlyundai,
the leader. Korea it. into lands where Korea lacks but w its the giant conglomerate of which onstrue.

diplomatic lelations. tion is the largest part went from N'o.

Korea Korea's exports next year will total 278 to No. 98 last ear with the biggest

Iplr4ton: 35.9 mhlimn about S20 billion and half of that will be growth of any on Protrun t magazines

Crr Dbnrsic Prodct: 525.3 M/lnt construction. rankin S of nonU.S. crpoations.

A r Cpito Irnary $496 Apart from their work in South Viet- NMiryung Construction Co. hat boomed
nam in the '60is it all staned abroad for fromn its beginninpgs as a bus company

The Koreans pictured on lma's cover Koreans in 1973 when Sam Whan Corp. with small onstruction arm.
this week are learning to be welders. won a S24-million piece of road work Samsung Co., another huge manutac-
They are paid by Hyundai Construction between Jeddah and Kh3mis luh;ayt, a t ring conglomerate, is only now building
Co.. Ltd., to learn welding and another job that *omnd up costing S30 million adfl cxinitseconstructionmuscle, having
related trade by goin to school ix hoursn and probably cost the Koreans money. acquired Shinwon Construction and De-
a day for three months. It's only six hours In those days, according to one Saudi veloprent Co. Ld., Ist July

day because the school runs two shirfs. hand, "the };oreans bailed out the Corps The bigcst, in order, after Hyundai
After three months of schooling, these of Engineers" by biddin3 near if not include Dong Ah Constuction Co.,

workers learn on the job in Korea for under its estimates, when Americans and Dae'Lim Industrial Co., Sam Whan, ad
three more months. Then, they re ready others were bidding well above. Chin Hung International.
to be sent to the .Ideast, where many Tr) & to get Americans into the Ganping up. And when no one of thes
obsernern rate the quality of Korean picture, the Corps at the time cncouraged companie is Iig enough to take the risk,
construction as the besrt joint ventures, and Sam Whan found De Korean Overseas Construction Corp.

Hyundai training schools presently Matteis Construction Co., New York (Kocc) can move iL This is a priate
have over 1,500 students enrolled and City, for the 5206-million National corportion formed by 36 top Korean
will turn out about 5,000 in a year. And Guatd headquarters buildings at ontractors. When t5oc bids and wins a
Hlyundai, Korea's largest constructor, is Riyadh. eontra (it has won over SI billion worth
but one of dozens of companies workisg Koreans have been taking hundred- since 1975), it assigns or ubontracts the
overseas required by government decrre million-dollar jobs ever since-most of rk to one of its member companie and
to train ft Icst :one of the manpower them lately as prime contractors., akes 1% of the preeds from the job.
tteeded to staff their overat work. Sensing now that much of Saudi's civil This mosney coversn ts of hidding other

Ity the end of this year there will be worki program is done and rseine- murh jubr wnd provpecting for work in more
70,000 to 80,000 Korean workers more arrhitectural and saplhisticated in- risky areas, such as Iraq or Nigeria.

h4 MR2 N rhb 23. 7a
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Thlt only' apparent bake on .
Korean construction juWeroaul Is i uli.
mate limit on manpuwer-parnicularly
engineren and ranagern. Cnstruction
lbor is already approhing rlm sup-
ply, and the government restricts its set
abroad to Korean companies.

One indusry saours. in Seoul told L.NR
that Korea can't posibly double its nrr-
eas work, as projected. without spread-

ing its managers too thin. Thus the inter.
ett in joint venturing with Americans or
others who will help themt develop
managers.

Over 30 colleges In Korea teach engi.
neering and they are now jammed with
students (42 students per professor.
compared to 10 to I in the U.S.). all
looking t earn big money abroad. By nee
estimate there are 40,000 graduate ensi-
neers, but too many of them are to new
and Inexperienced for overea duty.

To help fill the need for managers and
highly trained executives, ChunoS-Ang
University in Seoul hat already put 680
men from 60 companiea through an over-

ea rconstruction managers program--
200-hour after-wnrk coune (cPss, peci-
fizaions, legal, shipping. Arabic)--flunk
ing out anuther 150. Top executives get a
30-houtr course, concentrated into one
Friday-to-Monday weekend.

As KOCA's Chung says, summing it up:
"We have entrepreneurial epirit. good
labor. hiSh productivity and government
support."

Still in a state of war, South Koreans
are a serious people. They smile a lot, but
ihry mean business.

TaiwLan
Isedc:.nmn: J6.1 nmiltn
Girs Lbunrwi PntR.'xr: $17.3 &ltthn
I,'r C.apb I h:.ot: S800

Stephen D Bechtel, Sr., in Seoul on hit
company's business earlier this fall. told
ZNR: '"Trlle people Ithe Koreans] and
the Taiwanese are the hardest working
people in the world." Hle was referring
principally to domestic construction in the
tIo countries, but thAdescription applies
as well to their work abroad.

Americans in the Mideast rate Taiwa.
nese close to the Koreans in producnivi:y
end qualily of work; I;oreans rate the
Taiwanese as major cnmpetitors.

l'he principal Taiwanese competitor
company is Ret-Srr Engineering Atency
(ISF.). Ket-Ser nteans Retired Ser ice-
mer.5 nnanl S tA, formed 22 years ago ly
the gosrvnm-m to prwvide trainin amnl
jlss fr veterans, still has over 7,000
armedl f.rces veterans ;samon its 12,100
employeetts. Ahot 1.00 are engineers

11blt of Rat s werk cutrrsle k omer- . the etiter to im Ladi, ah bh dig adi
asas, and mot of that is in udi Arabia. c no
Surting there with feeder rimut and The Philippine iveraomeat ha taken
mo. ing into highways. airports and steps ro position its tontm tors more
onhore and dofshore naval facilities the campeith y. In moes oappreomly pi
company has contracted for S620 million terned on Korean succes, Prteident
woerth of projects or the past three Ferdinand F lar i June, 1977 tet
yearsm the largest of them in the S200- khcls rulatn o stimulate an 'agrs-
milion ranse s overseas effort. - x x credits and

The company has an ollice and two Incenteives teonroi whith coorsors
highway projects in Jordan. and its prei- work abroad, and to 'avoid ruinous
dent. H. C. Yen, looks toward working in compeition between (FilipinOl contres-
more places. irnluding the United Arab mt relgard in overex onuetructl.
Emirates. An Oversea Ceos netion Boed (elm)

Seuond in srie among Taiwan's con- was establithed in the Presideat's ofie.
utruaors abroad is r -S Engineering But contratort say their goernments
Corp. which won its ftr Saudi Arabian help stops hort. A Philippine Faortip
job-Jeddah sewers-in late 1975. By Loan Guarantee Corp bseltonmmecoal
1976 it was bidding and winning jobs in bank guarantee up to 70% in a form of
the S40-million to S50-million range. reinsurance. "Why not 100o says a

ILS has suteded in tontracingo Manila ontractor. 'That 30% rAld
build industrial parks designed for Saudi break Pyur bhec"
cities by Sinoteth Engineering Consul- Two years ap, 23 eompnis joined
:ants, also of Taiwan. rot the Filipino Contractors tenation-

Taiwan Power Co. has the S153- al Corp. (!:c:) in an effort to emulate
million contract on a regional dlecirfica- Korea's KiOCCr tC is supposed to desig
tion project-a job on which the Saudis nate which among i1a members will
rejected high European and Japanese undertake a given job. It was to restrain
bids. rompetition, but it do-s't, according to

New Asia Construction & Develop- sources in Manila.
ment Corp., among the leaders in domes- Of 37 contractor certified by the Phil-
tic construction in Taiwan, has a Jeddah ippine Ciontracton Asociation to work
office and a pjo to build an office building abroad and registered with mec:, II have
there for the Saudi contrsctor RitDCe jan overqea, mosly subrontracts.
Earlier it set up a prestressed concrete Export Itrategy. A government that
plant in Jeddah for asr.A. long had an aggressive ' people expot

Taiwan is a relatively high technology policy tries now to push a 'torporate
Asian country with engineers and con- export strategy," looking to add oerhcad
saruaors experienced in induurial plants, and materials exports to the receipts of
nuclear facilitin and refineries, as well as foreign exchange from workers' remit-
heavy, civil orks construetinn. uances. The goal fnr this year is over

As a nation, however, Taiwan is one-,,aif-billion dollars.
limited in the number of countries with An Overseas Employment Dvc vel*
which it has diplomatic relations. ment Ploard (OE.a) formed in 1974

Philippines
'pe,;:,,l'r e48 ,,nifirm

Cras, I)>,reit Pr.hcl: $17.5 bil/r
Prr LCtis; Inosrate: $32.

Filipino contractors are running to
catch up wsith the Koreans But by their
own estimate they are at leau two yearsn
behind. They lack the organizational
unity and Sovernment support one sees in
Seoul.

There are a few large Filipino contrac-
tors and some smaller ones now in the
Mlideau. tut they are still at the itaSe of
wsorking at sulbrontrclorn. Construction
& Development Colrp. of the Philippines
(crcP) is Southeast Asia's birnest con-
tractor and is into Saudi Arabia on two
prjectrs for more than S!00 million. But
on one it ih subcontractor to ksnr: and

promo', the "people expor" pargram-
people rre the Philippines' fifth largest
export. 'here ale 1.3 million Filipinos'
workinS in 102 countries today from
stevedores and domestic workers to nuns
and doctors.

In the Mideast alone there are about
60,000. Over half of those are in Saudi
Arabia, where they are mously doing
construction or stevedoring.

Against a vigorous pas proram of
encouraging the foreign hire of indisidual
workers, it has been diflicult for Filipino
contracors to hold onto their good work-
ers. They have been reluctant to run
programs to train new workers. as Mle
rontraetor put it, "for Jones, Sundl,
trown & Root, Bechtel sr somne

Korean."
Now, only contractors regitered with

the Bureau of Employment Services may

Noair t3s 23 O91/ FRt 7l

I
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. . . companies with -venmint support

dpk se s.W. _do eir m m d

.. br tten . wa r,,. oi
:Iem) is celod is. Amterlea, ad
mthers tai twtb" I tsi _ta
oel own statne Manil no WiaingPo bt m" Iih m I

ba. a. h. , Mte muldo nrde

a e..ania ia puuir. e Cr.)
R. V -Ihr tp. 'Wo r an' cop,, wit

der Awkare (tr ou, r _n wd
unle. w . oumrhm p e ma." Hr .
lis I mp an tha opatll i ar d

rabim woa t w be ournad in ate
Miidu _mua bn tau eal ol

Viler says t a sade f d I0.
givg iran 10 ad lwaee .ine
peinl as whr twe Aal mtnoaes in
the Midea F'liplt r wate pade
and in hipre to eigt bem use
od their ikowkg dr nai ,

Sometwht. iower on his actk are the
csntraao from India and Pakist.

Indiac
Cmwr DtnSWk AMdcd: S7 S4 &ian
Air Cafi Incew S143

Hlarcharn Sina Dua four-term
pridnt od the Builders Atociation d
Indta (t) and gend emtion leader
d his private caottin cezpany in
New Dlhi, seabs articulately of the
strengths and weaknesse of Indian
contrators in the Mideru:

'IdiS cnjoyr Pod will in the GCJf.
partly fr wpporting displaced Palnstin
inL ... The Gul Sutaes were oIre
administered from Bombay. India has
traditio.4l, histarical and proximity ties.
... India can export 1.5 million trained
technicians without hurting its home
economy. ngineers come at one-quarter
to one-third the ct okU.S. or European
toginerm. ... India an supply hard-
wat, teel, plywood, ties. plumL;ng."

On the minws tside Dugal says Indian
construction 't111 has no succtsful
foreign competitonrs, ect.pt for specbl

em. ... Emphasis is till on labor
intensive conetrutbn .... Time Is
limited If we are to cah in on the Mideau
muaket."

AIooat three years ago DUSal's I ti
(lndia's version of the As.nciated Cenernl
Cntractors) orgitd at Overneas Con-
strutitn Council (Oca), headqkuartered in

2 £n& 14obr 23, tJ0I

-snoi. oa 1kv I umRMO aw
tnmem prr m d bfr mam

alhld. oAbo 300d them a ve uara-

.dw ~ b. !ri-r n-i _ dr
ir ( yd *t Md _* Inu do,

Ma*te.... o d n. OouMnL T isUla
se Idolue hi ndIa de s

*awt O laa t W aL - pl bil

r_ WM O- 'We t ai d -bm"

Lag t, = r bm won e pUo.e
aim re tain ei -Wa tu
aat to v ompnes.

A .hetn public cmp . au a a-
Werinh Pim (Ida) LNd., uy be a
omblae of mdanmctu agd enmaue
dtn unit.

lndustalil as It I. India ha
constructors epuened In e l p s.
aornck fcilir, reneris. chmIcal and

g -siir pham ad lwirfom work
Thoen rp.oe, s.tl uA Productu
Equipment 'orp. and Natinal Projects
Conructdon ~o., lay hearvy rma on
wheir bllity t o trnly work on indus-

trial pl'nt. ,e ares their tehngy
and want to supply their manuactured
products re th their manpower.

Stil, other cormpnis continue to ee
j)ob that re labor inteve to which they
can bring reltivdly cheap labor.

A recent goIprnment enforcement d a
yer-old decree Increang what Indian
workers mus t earn abroad is being
conteed by Indian cotractors as dimia-
ihing their rnmain comptitiv ede. Dou-
blin past rates the new wa tes wold put
rndians' pty above Koreans' ac'ording to
the contractos protesting the moe.

Indian manpower gom abrod in huge
numbers whether or not Indian conuruc-
tion contracors suc Remittances
from 3 million Indians abroad are a big
factor in improved balance d payments.

Contractor Dupl in New Delhi sums
it up for India's comtractors I' t oppor-
tunity is large; we have the sillt; but the
competition h tough."

Pakistan
Ptesineitn 72/4 midln
:tnm I 'nvir Pnsbct: S115.J bin

pro, C.o Ina,. S 149

For construtinn in Pakistan oerseas
means the hlidrast, hut it is stll; mirtly
individual worker. and not so much
contruction contractors, that o abroa'd.

( a Idllm dLtii m.
.La.. )din at .
Abu DIaW. wkr I uh iv. 04.-
Work i n mmoe Mas S aM hs la

wit Otare Pdlw CA. .b Yot
hy. oats dupan Haok pFja do de

C ,mibto of dPahl r k. d pW d

lo ahri-ai rruO. S la am i L .
Otmior La-l o un the lit 1.t
,rid, hPiomanSo d w sW SWNM
be courcsa.

S Pakduma.n, wit a poulae
nt hodd ddd a s workers

ma wl os eglaperheyiq wi* u
- I, lo. me t h dgnlMniy, a big souror

or W Asia br the Mideat,
Modm ea m r tv it r idse lit
Sudi Abi, ad to ea dt big oe-

r F. · ..

Thailand
rlbteem: A4 mU

CGlas lwr, ld: $15.9 U",
Ar CA I~a: .l"I

Thi Asian counry b supplin pod
co ction orker, b ha nt ye won
an comnructnid o ewonurtt owove, i
dshoid't be lon before i do

The pbncs hadin west out d Bang-
k&o can be as furl of unli ed consruc-
tion wkers a th e fron Manila.
~lapiF or Seoul. The Thi goernme
edatumte there already 40000 Thoai
in the Mideast, and the are moutly t
uonsu-ction. Industr asoe my over

1,000 workersn R wretward each month.
many who have been rettuaed by US.
cmpanies.

Lat nwth. tollowi;n3 many month of
di msson, mmbers d th Thai Contunt-
tos Associaton inorporated Sa -milliun
combine organized o undertake $50
million worth df work and sent a dekea.
tion t the Miideast to look r job to
bidL

Thailand ha the arUe strength in
nstruction as the Philippines and

Kora. thinks to the poesnte ofd 'h
American militarin Icnn past.

To a snificant exent, therefore, out
d Asia to compete In the Mideast come a
number of ronmnrctn orgnizations, as
well as individual worker, that were
given their stats by Americant

They're a new psver to be reckoned
with in international ctmrucstion. t
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Less Developed, More Divided
7f LDu OO Ie rfl rayectswsroan

"=d.am 7.dmpb~-

kw- _*e -

oMe"W- -A-P d e - bs-I y e. mrt Thu
'bAee -ww aI A e UWW t

d&tbm / M ub/a ,, a1bL mA
sm ep ikW- i . m, h d- i.

AIl ANuawda Tf MRA t*SOW
Cwm wmdm* Ron ILL She. ' pen

Abe Sk Ie sib etw en eli
_em _d st.s *il Mc bl -mu

doti cribltire eudvem.unm_

N ea toia f t Sm hid s, ad a-
dhe te lladla Ola PA i LntSins to f ul the ,ritL pW0d

t etad e itel ls p·r ime ePi

twese L ttA rA

ad ASa dlmlme aNelud Ite wo
ot .ient bdfrt tth b ty CA a^-
doesal d eMcb their ltDam e om-
try dauialachalenlUatea.

Rc UNClAD lat mt Is Kee
ee yea severa nl Ladt Arean

mets as all as Sui Lala. India

L tlO Ct e md they m titua i
t of a!h emm e d dan-

eaen ms*ly WtamewS

L e pIat -oom C m

] v-. Ti-, Ump ari bt _ ]a e
= fla S beo rkThir M-Wo w Wmdo

* - "-,VL _- xr -;-N -Z-1
The s55)rlk at ouAf Pnw SOM111 SePuttme0,1 elmyeSO All"NeIK Ashy at ne .nkYaepneke
7rte | ) Ana the Third Wrtdhm wzsaMadhaw-mous wdeiedJrthv.

I >th past qm-r.~tnl.~y d unteen
. r nh n the rcenta mcorie ris

I inoil pi'c he made the Third World
I a more disprats murp o natioa theni r. FoPr mny of them,I the ctcbaU Ip-
pehiletdt of1 h soped coUatrl
(Io) hs become olted C at tl In-

complete. Ne wsubclanlatioahwe b-
come ne'e . advancede-deveolo
couatries nd Iut-d oped ecutrie;
sOsixlt Lace and naputlat Lo0
nlS t.D and OPtC eiDC

Such MrAdly indutuiaalin& b at-
Int and eapitnlhtbe cnuats Shi-

apoa, Taiwan, South Koae aed Ma-
lay.ia hnve totally different problems and
proartlies from many dirt pow and au-
thoritrin African natns. Although the
iLit presented a fbae of ommonality
an the floo of the conertnce, their
chanting Interests wra ob Clls for
a saw economic ortier wre olen ignor
by the advnced-developing contries.

tIML IUJUE L IMl

and othera Iave moved toward mm re-
hnce on free market ecooomkcs A re-

olution Ang br the indutritalizedl n-
tbns to caed or suspnd debs of the
LDS was quietly suppreed by same
of the captalist advancd-devebpn
oNate Although the Ul. ad aleady
written off 500 mtillon in debts owd by
IS of thpe ottions. like South
Ko, Singapore and Brazil have hared
that any firther write-off would make
them apprt to bo poor tredit rih and
that International lendet might pb up
Interest ratt orhold beck on fiture ls.

There have ao boeen maand thoughts
about a wrM commodity fund to sea
bile prim b buyIng when priea felt
and elli;ng when they roe, ielegate or
many commolity-produIng LXO argued
that such a resolution would htp the de
velopd c.strres mo than the wndc-
velapr3 beuse some 60% Of all com-
modies aend raw materials oriinate in

- ·~· .wr',.;· ,S

· ·. r

-~~ -, ,.-'r,, *j·%I'r

bpmmts.tedftldapt wasuen l t t waterk

s tbhe A s pnpered they should not
only lower their oum lra naginst the

st4tolveop nations but should aso
glve up me of the speial tariff p-
ernes they reel from industrba etr-
trk Sad one US deleatle about the con-
ference: 'TM edvanced-deeloplin na-
tbns sooner or later muat rec i that
lIn preferential treatment for them would
man more benefts could be passed en
o thoknaut-deveoped cutids"

The overall moud of the conference
as disaprointmant. Fortunately, meat

nations blcked nl res lioan cdllinit b
substantily Increase aid to the 30 0p(

i r l i [
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eine m mt gleat w..I hfrdeutt h m
dee ad bLm tlacdl Ilai. Balades.

Lan and Yeam nomeatiMca dactibed
a FeunL WoMd et kakct caa" they
eonisite so * faM rw divisAe a
tn demlepn natle-end a growinti

tl ht tes rat dof th rid will

Coupon Craze
Up in the air Aith half/rw

at trp of 71 tn I.

* Ir to Sala.e. wha they berdd a
United Airlines ight br the 21-mui
U pvdled Jump tl.L Thm tlhy wt
at by ted hb_ ed Wlut ed 1 Punk-

_md. One sit let wk.s 55 tml-
pnked doe each b the 11:0

paL United i fom Ar O ave
nd. a t4ni tI that sormatl

dmwa aibue biAr VIl pesengen ·
week. The anetto s nt Clevelans
Slmma hniLht Uik

T1ru p oge an m rbhn to ae
the lnuA hlpic ooupons which n-
tis te the trver a t dcount on
any United diht in the ntinm lat U&
fam July I throuh Dec. IS. Indeed. po-
pbe hstint ater the discount have
bout out UnIt~s $14 flights fomrn Los
An to n Diego throu Jun 17.
the bet day of th big giveaway. United
bean orerin the cupons May 2J in
an Cffrt to lur beck pengetn it had
t during a 53-day A ighl mnchanjcs
trik. Sr n Units freebie ws matched

by Atninn Airlin By the tirne the
pomotion ends Unhid lurta that both
Artine, wilt ha pasd aut mos ttan
6 mmiion c-anM

One determined MtIo booked a sin
goday oduy s tn In Cleveland ad
vwhpping thmmm Yungstown. Akron,
Youneson (aW. Pittsburgh and back
to Cleveland to collect five cupom Ad
othrtn tip dohr br oupons has aSp
p d in ne per Coupon trade
I 1tcked to aiprts and lut week te go.
log prcejumndn from JStol2l. The Id-

ld Gvernent, the state o Catifomia
and many corportionb hams insisted that
enpl a clip capoun to tbeir epen
aesounts.

United claims tat otal brolinj ri
In r day to 19.10 to.r the normal
1l5000, but it nd American may not he
able to t the increased demand. With
Ihe eioundint of th DC-10. Unitd tot
25 of It available s and American
Iot SI. Sno far, none f their compt-
ilu hamv okred asmilar dscount.
Ihoulh TW'A was enbarrassd when the
New York r arnM an nd announmil
TWVA hXlf.lha caponsm. I fakd th ai-
fh1 bad prpa the ad only as a can-
tinuncy mnweau. TWA quictkly en-
amiunced that the ad was In errur tncau.
a spokesman said h it. half-a etou.
pm asr cray andt utmcnomical.. '

Economy & Business

Executive View/MarshliU Loeb

Her Hand Is on the Future
It twMnot nMasWh 0a hr ASN Ia Woadeadl tn the tbhial ble-mbr-
Ir Wd of Wuhga wher ma tL em wo rN a woer,
as ew thlw _ w t to ol e keep up, AlUa usli ut tde.a plf

_bn '-lwoJ w r ad n. th hCo"aml . As hbnd d the
gfnal kudgt O se d d _e 00p r W-pau t a oa whsat propVad

m will really met. sad a d eco " _ mm_ " MOp d th e the

Wbha he gO tsjbbl IVFi In ko tULvhr 4S, et IdbLn-b Dpe
Mawr _e W h1lb e y22 p s, t tle n IdeohLiaO aiolain

tihen d that the JludyOuat ab l te w id d be, we , too fem i , tnD
Ya ut beg he proed eat a D n eta in pldmI no mlel-, end

no Uach eeabady Weint. RAlrn ha 4 eat o t ba
ltat Iar bacatee thy a the fdrl bude t .Ma i the ton r od map
-b. _opecha l the-o- l deott tht mp tuar ten e ar t d ao

tend p Anrbd _ diel sa eIr herb

I ' ronet , tl gew[ at pihe atd I w-

la W dwa kmbv .n_ bd mtIao ~th
ti_ A , Fy y o aupt weit t ohrea~ phe

e jm jo n-erlad oun _ta ame

Rtvlbl nt3( wi that Ip ~ GannM bo bleuicat InJ; deetding their wfo
roflu toC" ru Me not% 'bnobody Mi tha we wat toi T- lto eallms Grala duallyi . the reMulaop.

ouL C~nrh tAll C m e smh better control
rrabbt-hole spendIng by t roing towardb low

halh i pblan is a.ia Atc thi atm Important
high way 3 ~ thn tehiat tL eIph d wit Bth e Bet l 1 O budget I

h id1 that Cperu flc thp o.a t n t t becd a *p in

t ttubr years. N1w we have bdnlelem thg, pr."
Ldr~ lVastbt gar le Tb_ palr wi bdp

giaora make de I seading on an orderly bast with pnty d *nacdvae no

Ri Utaw am _ct bmetnl min ablttialld h t adm wlatl om r
have iisr tole ac tmhel l thead pkr anid a andh othe trhnuetr lr-
pme agend I .to a nmd thr e arentt , in g nd otht ptob i m y th halndil

To nmedy i tloa. ha o onMrllabptln:" Do wenrtnd hin top
CPut. CDOUt enacte tae, and Coagraean tonie them t

Unle a haclth i n rn Ae plan is athe, she r c the t ri in onvr
mnct oui s wr bi dln If ou ar donV hav ouit f oltmm tlln tho iontpst.a

iuhway tago".,and we psonm dsremetmn will help. ema e to bolawW nU ,-

Wishd .U h thtPes Uth, mpeoi lte a rosy to e a om ish uIt tisn
aWSl 5eeudty t or slinl to ba - Uolr We tna aldllb yho me
uinl tht "h010, _w lthe ad I tha id irby acom sy. Thdy onl" i t

&i Im thn UW U wilal some b tm t in of Oobnm
mm erhich stad 1 yew an Say yo in 'La Om 19 we an Maha to
haw tnwr pe or bc o The lbo, Am sd to ndite t jb w thln win
not b so dlk Th crhime O will drop b eriu an eomm itt by p
ple xsed I 3 to ?1, ad thjugt't tton tobe ar many of thean _ lm

To nmedy bIaicn l N iviln h4 hot pcrwption: 'Do ateywl that
"U een thinit ecaus ths bs no dhople _wr. At haring oe thtr Ijos

Il Cot Csnatuanwt Ad, on a n tIol nm. [W wiU cut the Con-
tner Prc Index by only A% anld tbNS not Iry mnu.L' Wt4 it it NW Vy
much, but h worth dobn Uyoud&n aodohr tiinp yton Uist
cuv atalaantwitl SI trt dtin wii h iP, trut t ssao nreT
pia will heip" Nej d tbz bm oey to eeAomphhl DKl Ri tw
toints out, obriy r uid that democracy " ea sy. 1W tsb d that it
wts better tha n ay dbhr totr oitrara a"

5, Ti~iLIUWK ii met
TMitt IMI,9tSlP
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· Financhng the big projects
I MAJOR PUBLICIZED SYNDICATED GUARANTEES

APPIIDIX D

* I Jlil 8 .. I 1

Anmsunt
(mm;on)Contraeltr

;.ean Construclion Vriousi Middle S100
Industry stern projects (Saudi

(stand-by ri~l
,. *. facilty) equivalent)

Continental Eletronics. Nottern stione radio SR 129.1
Fdok. Eter transmitting project ro

Saudi Arabian Ministry
of Information

I lyundai Cnstruction Co Jubail Harbour SR750
(Korea) Industrial Port Project.

*: ' ~ ·" · Saudi Arabia

Hyundai Cilstruction NCw port at Ras Al OGhr SR233.S
Co (Korea) . (Saudi Arabia)

Ctwrslidatrd Contracttors Etenlions to University of SR206.7'
(Lcanon) 'etroleum & linerals.

. : DhBranm, &construction
. water storage &

tr ".; diribti s)tms at
.-: .' lMedina. Saudi Arabia

'altba ;. C.r, Groep RSAF dorm.es;i SR1.675
(Ilota.:l . accermr.-oln;,

..' udi Arabia

Lockheed ClCoxation Various projects il S50
(United States) Saudi Arabia (Saudi

.(stand.by riyal
;.. :. . '- " . facility) equiva.

·.. '.:. .'. :'. ..: .at)
So.ey Int Lid Four desalination SR376.8

..:,:' plants & poer planit
Sine Walter Contersion

'*' -._,.:>' . Corp. inJeddah

Tleflonaktlicbc.agrt Automatkic telephone SR946.
L.M. Ericsson (Sueden) project. Saudi Arabia

N.Y. Philipt ) Automatic telephone SR709.9
: ' r.- poject. Saudi Arabia

)lyuntlai Construction Various projects SR347.1
Co (Korea) *i . hin Saudi Ar ba

·:·· .·:. . * . . ....: . . '.:.

L.ockheed Coot ration Activities h Saudi Sl00
(United States) Arabia

.. .

lly . ;AI Co.s"..:.l.C Project. undertaken for S300
Co (Korea ~goveroment ministrirs

agenc K S fie.i e~~~~. ··~~~~~~~~

Lead managers Dbe

Citicorp International Grrolp Match 197
Iank of Anertica NT & SA
MaLufacturas lHanover Trust
lankers Ttust

Clenmkl Ifank
DO Bank
First Inrtaatiotnal Bancsharcs

First Chkcago Ltd August 1976

National Commertcil Bank
Bask of America NT & SA

December 1976

CiticorplaternatimalGroup Matrch 1977
Natioanl Conntcintl Bank

escutdentlch I .andtsbank
. Girozenrale

Arab Bank Scmpeber 1977
Fuirt Boston AG
National Cominercia Dank'
National Bank of Kuwait

Amsterdam-Re.tteda.m tln.tk October 1977
Altcmcne flank Nederland
Ciutbant NA
IBank d Amcrica NT & SA

Kredictthank. LuxtIebourg December 1977

Bank America nmtrnational December 197
Group

BCCI

Citicorp intcrnntnisl Group Ja;nuary 1978
SklndJiaviskla tEnkildt HIanken
Svenskai lanlclsbanken

Amnsterdam-Roterdarm Itank $anuary 1978
Algemnet iank kiderland

Citicorp Internatinal Group January 1978
Manufacturers Ilanover Asia
Morgan Ouarany Trust
Westdeutsche .andresbankt

GOrozentrale

BAII May 1978
Alemrnet nia:nk Ntideland

t4aquc Natiotlta de Paris

Cilicfp Inlternatirnl Garoup June 1978
BA Asia
Chase tlanhatts Asia
Manufactecrs Itumover Asia
Morgan (iuanrantl Trus
National Comnmtrcil IlMtk

Gulf tlaldng Sumrry Auqut 1978 11

_ __ _e�_

'I - ---

7
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CITIDANK
SEOUL, XOkEA

, AITENTIONI X-. S. * LEE

C TI BANK NEV YORA ADVISES tHAT,YOW MIGHT BE ABLE.TO CONFIRM
)IREAN GO'JERNMENT GUARANTEE OF UJtE 1978 LETTER OF, CREDIT*
SYNDICATION FOR )iYUNDAI;', ?N. (AMOUNTs .300 MILLION U.S. :DOLLP'S)

PLEASE ADVISE AS SCON AS POSSIBLE.

REGARDS,
GEORGE E. STOCKTON, DIRECTOR OF INTERNATIONAL CONSTRUCTION
6SOCZATED GE£NERAL CONTRACTORS:OF AMERICA. kI'JASHINGTON, DC
TWX 7109551134 AGC AGTN

JUNE 7, 1979

,F! C ItIBXK K23293.....
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AGC AGTH

RCA JUN 08 0538
AGC AGTN

%\ C CITIDK .K23293
AGC AGTN

TO ASSOCIATED GENERAL COt:TRACTORS OF AMEItICA WASIIINGTON DC
F'1 CITIBA'JK SEOUL
J UNOd/ 79

ATT.* GEORGE E STOCI:TON DIRECTOR OF IJT:. CONSTRUCTION'
·_ , - -._- ____________ ,

{t.4 CITICORP INTER;JATIONAL GROUP(CITIBANK ANDI APCO) ORGANIZZD AND
i4AiLE A USU300 X1.LLION(EO IN SAUDI RIYAI.-)- SYNGDICATED BHOJD

GUA;Ri,4UY FACILITIES FOR RYUNtJ. . ,';-.RUCT10. J CO LTD AROUND
JUNE 1978 X KOR.EA EXC!IANiE tA,, '.OUN ER GUARANTIEDJ STOP
R LGARDS

'"'J KS LEE
NNNN

AGC AGTN

CITI-2:S 22 32 3. ..

5;.
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APPENRIX E

Labor shortages may fuel InIlatlon-- Industly co
Open shop contactor will have to increase their manpower Industry arsk
training programs to avoid labor shortages threatened by til lishment of
increasing amrnount of work now LoinS open shop, warnr develop unifo
Associated Uuilder and Contrators (alc) president Jourph A. regaulatlng ca
Iurton. He Lra an ABC Survey show the manipower situation environmenta
is gettin tight in most parts o the country. Shortages could York City, rI
produce wage explosions and spur inlation, he warns. American In

government r
Performance standards delayed- ing cancer i
The U.S. Departente d Energy announced this week that
release of the preliminary draft od energy pfrformance stan- WiUalngho
tards for new building would agLn be delayed-perhaps to A federal jul
mid-Nevember or later. The prelinminary draft was expeed Electric Co.,
this week ro public review could begin. It was erlier planned seven utilitie
for August r ebed contrats. Oil
to rgii ationa l dispute within the deparment. awarded to

4(orean-Amerlcan conlronlallon- . Houston Li3
Traveling Korean -contractor, vbitins at the Asociated million sttle
Gcr.enl Contractors of America (AGc) in Washin'ton, D.C., honor its con
last week, expressed interest in joint venturing with Americans up the price
abroad. They don't see themelvnes operating in the U.S. as
previously reported (snit 10/12 p. 3), but they wouldn't turn | EPA basis
down any good deal. A good d-al in their vicw is a joint The Envirol,
setiore that helps them qualify to bid a job or adds to their Willian Pro

taransgement and technology capabilirty in doing the work. AGe $68,000 'sl
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